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FEDERAL GOVERNMENT’S ROLE IN 
EMPOWERING AMERICANS TO MAKE 
INFORMED FINANCIAL DECISIONS 


MONDAY, APRIL 30, 2007 

U.S. Senate, 

Subcommittee on Oversight of Government 
Management, the Federal Workforce, 
and the District of Columbia, 
of the Committee on Homeland Security 
and Governmental Affairs, 
Washington, DC. 

The Subcommittee met, pursuant to notice, at 2:30 p.m., in Room 
SD-342, Dirksen Senate Office Building, Hon. Daniel K. Akaka, 
Chairman of the Subcommittee, presiding. 

Present: Senator Akaka. 

OPENING STATEMENT OF CHAIRMAN AKAKA 

Chairman Akaka. The U.S. Senate Committee on Homeland Se- 
curity and Governmental Affairs, Subcommittee on Oversight of 
Government Management, the Federal Workforce, and the District 
of Columbia hearing will come to order. I call this Subcommittee 
to order. It is very appropriate that this hearing be conducted 
today, on the last day of Financial Literacy Month. 

My interest in financial literacy dates back to when my fourth 
grade teacher required me to have a piggybank. We were made to 
understand how money that was saved a little at a time can grow 
into a large amount, enough to buy things that would have been 
impossible to obtain without savings. 

My experience with a piggybank taught me important lessons 
about money management that have stayed with me throughout 
my life. More people need to be taught these important lessons so 
that they are better able to manage their resources. 

Americans of all ages and backgrounds face increasingly complex 
financial decisions as members of our Nation’s workforce, as man- 
agers of their families’ resources, and as voting citizens. Many find 
these decisions confusing and frustrating because they lack the in- 
formation and skills necessary that would enable them to make 
wise personal choices about their finances. 

A sample of economic statistics presents some disturbing reali- 
ties. Consumer debt exceeded a record $2.4 trillion in 2006, and 
household debt reached a record $12.8 trillion. Americans’ rate of 
personal savings as a percentage of disposable personal income de- 
ll) 
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dined from minus 0.4 percent in 2005 to minus 1.1 percent in 
2006, making 2005 and 2006 the only years since the Great De- 
pression when this savings rate has been negative. 

In a 2006 survey, Jump Start Coalition for Personal Financial 
Literacy found that high school seniors scored an average of only 
52.4 percent on an exam testing knowledge of basic personal fi- 
nance. The Retirement Confidence Survey conducted by Employee 
Benefit Research Institute found that only 42 percent of workers or 
their spouses calculated how much they need to save for retire- 
ment, down from 53 percent in the year 2000. 

Millions of working families are susceptible to predatory lending 
because they are left out of the financial mainstream. The un- 
banked rely on alternative financial service providers to obtain 
cash from checks, pay bills, send remittances, utilize payday loans, 
and obtain credit. Many of the unbanked or low- and moderate-in- 
come families can ill afford to have their earnings diminished by 
reliance on these high-cost and often predatory financial services. 
In addition, the unbanked are unable to save securely to prepare 
for the loss of a job, a family illness, a downpayment on a first 
home, or education expenses. Without this sufficient understanding 
of economics and personal finance, individuals will not be able to 
manage their finances appropriately, evaluate credit opportunities, 
and successfully invest for long-term financial goals in an increas- 
ingly complex marketplace. 

It is essential that we work toward improving education, con- 
sumer protection, and empowering individuals and families 
through economic and financial literacy in order to build stronger 
families, businesses, and communities. 

My colleagues and I have worked on several important initiatives 
for financial literacy. My legislation, the Excellence in Economic 
Education Act, or the EEE Act, was enacted as part of the No 
Child Left Behind Act. The EEE is intended to fund a range of ac- 
tivities such as teacher training, research and evaluation, and 
school-based activities to further economic principles. I have ob- 
tained funding of approximately $1.5 million for the EEE Act each 
year, in each fiscal year since fiscal year 2004. I will continue to 
work to fund this important Federal program. 

In the year 2003, the Fair and Accurate Transactions Act created 
the Financial Literacy and Education Commission. The Commis- 
sion is tasked with reviewing financial literacy and education ef- 
forts throughout the Federal Government, identifying and elimi- 
nating duplicative financial literacy efforts, and coordinating the 
promotion of Federal financial literacy efforts, including outreach 
partnerships between Federal, State, and local governments, non- 
profit organizations, and enterprises. The Commission also estab- 
lished a website, MyMoney.gov, and a toll-free hotline to serve as 
a clearinghouse and provide a coordinated point of entry for infor- 
mation about Federal financial literacy and education programs, 
grants, and other information the Commission deems appropriate. 

I worked with my colleagues on this Subcommittee to bring 
about the enactment of the Thrift Savings Plan Open Elections Act 
of 2004. This mandated that the Office of Personnel Management 
develop and implement a retirement financial literacy and edu- 
cation strategy for Federal employees. During today’s hearing, we 
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will learn more about the effectiveness of our Federal financial lit- 
eracy efforts and what must be done to improve financial literacy 
throughout the Nation. Greater financial literacy will result in 
stronger families, better functioning markets, and a more secure 
future for our country. 

I thank our witnesses for being with us today, and I look forward 
to your testimony and to working with all of you towards this very 
important goal. 

In our first panel, it is my pleasure to welcome the Chairman of 
the Federal Deposit Insurance Corporation, Sheila Bair. I know we 
share a deep commitment to improving the financial literacy of our 
country. I have greatly appreciated her outstanding financial lit- 
eracy efforts during her service at the Department of the Treasury, 
the FDIC, and at the University of Massachusetts at Amherst. 

Chairman Bair, it is the custom of this Subcommittee to swear 
in all witnesses, so will you please stand and raise your hand and 
take the oath? Do you swear that the testimony you will give before 
this Subcommittee is the truth, the whole truth, and nothing but 
the truth, so help you, God? 

Ms. Bair. I do. 

Chairman Akaka. Thank you very much. Let the record note 
that the witness responded in the affirmative. 

Although the statements are limited to 5 minutes, I want all of 
our witnesses to know that their entire statement will be included 
in the record. 

Chairman Bair, will you please proceed with your statement? 

TESTIMONY OF SHEILA C. BAIR , 1 CHAIRMAN, FEDERAL 
DEPOSIT INSURANCE CORPORATION (FDIC) 

Ms. Bair. Chairman Akaka, thank you very much. I appreciate 
this opportunity to testify on the state of financial literacy in Amer- 
ica. 

The world of finance is far more complicated today than it was 
just a generation ago. Back then the average consumer had a 
checking account, a passbook savings account, and maybe a home 
mortgage with their local bank. Today, after 40 years of deregula- 
tion, new technology, and market innovation, consumers have a 
vast array of financial services from which to choose. More and 
more of these services are delivered outside traditional bank 
branches. Electronic payments are replacing cash and checks, and 
new credit products are reaching all parts of society. 

Competition and innovation ultimately give consumers more 
choices at lower prices. But it has gotten so complicated these days 
that it can make your head swim when you go to open an account 
or take out a loan. This is not good for anybody — consumers, bank- 
ers, lenders, or the U.S. economy at large. 

On top of that, we are a Nation that has forgotten how to save. 
We are great at spending, but we do not know how to save our 
hard-earned money. Nationwide, the savings rate, as you pointed 
out, Mr. Chairman, was a negative 1.1 percent last year. 

I am not suggesting that American consumers become account- 
ants and penny pinchers. We are just saying it is time to get smart 


lr The prepared statement of Ms. Bair appears in the Appendix on page 35. 
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about your money and learn how to handle it, especially those just 
starting out or with a lower income. 

Recognizing the need for improved financial literacy, the FDIC 
developed its Money Smart curriculum in 2001 to help low- and 
moderate-income adults enhance their money management skills, 
understand basic mainstream financial services, avoid pitfalls, and 
become more savvy about using banking services. 

In light of emerging problems in the subprime mortgage markets, 
we will be updating Money Smart this summer to help consumers 
evaluate and compare different types of mortgages, in particular, 
the risks and trade-offs between fixed and adjustable rate mort- 
gages. 

To date, more than 864,000 adults have attended at least one 
class using the Money Smart curriculum. A year from now, 1 mil- 
lion will have taken the training. This is a very popular program. 
We had hoped to train a million people by 2010, so we are 2 years 
ahead of schedule. 

Adults are not the only ones we need to reach. I am a big be- 
liever, as are you, Mr. Chairman, in educating our young people 
about money as early as possible. Children have a natural curiosity 
about money, so why not get started early teaching them how to 
handle it? 

The FDIC recently started a pilot project to further integrate our 
program into public schools. While a number of States, including 
Hawaii, already use Money Smart in their educational programs, 
we will be directly contacting about 120 school systems and related 
government agencies about using this program. 

In addition, many States such as Massachusetts have school 
bank programs that teach students practical financial skills. Build- 
ing on these programs, the FDIC is also developing school-based 
initiatives as part of our Alliance for Economic Inclusion, to help 
financial institutions and others set up student-run banks in high 
schools. This can be a powerful — and I hope fun — way for students 
to learn financial skills. 

The final point I want to make is that these programs do work. 
This morning we announced the results of a new Gallup poll we 
commissioned to assess the impact of financial education on long- 
term consumer behavior. This is a landmark survey. It is the first 
ever to document what consumers do after being taught how to bet- 
ter handle their money. The results clearly show that education 
makes a big difference in the way people save and spend their 
money. 

The poll found that seven out of ten people said they saved more 
6 to 12 months after completing our Money Smart program. One 
in two reported that their debt decreased. And three in five said 
they were more likely to comparison shop when opening a bank ac- 
count. Thirty-seven percent of those who did not have a savings ac- 
count opened a savings account after completing our program, and 
over 25 percent started using direct deposit for the first time. 

This proves the lasting benefits and the power of learning how 
to manage your money. For consumers it is the ticket to financial 
freedom. 

Also this morning, we helped launch D.C. Saves, a new initiative 
to encourage Washingtonians to reduce debt, save money, and 
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build wealth. Such community efforts, which are part of the FDIC’s 
mission, are another effective means to educate the public. 

Let me end by observing that financial education is no panacea, 
and it certainly is no excuse for irresponsible financial products or 
services. However, a consumer who knows the right questions to 
ask, understands economic fundamentals, and has the confidence 
to challenge products and practices that seem too good to be true 
is a regulator’s best weapon as we work to protect the public. 

Thank you very much. I would be happy to answer any ques- 
tions, and before I completely conclude, I would like to acknowledge 
that we are a very proud partner of the Federal Literacy and Edu- 
cation Commission (FLEC). I focused mainly on our FDIC efforts 
this morning, but given the second panel, I did want to say that 
we are very pleased to work with that effort as well. 

I would also like to note that I was just advised that ABC News 
will be disseminating to its affiliates tonight a Money Minute seg- 
ment on the Gallup poll survey results and the important impacts 
that Money Smart is having. And that should reach about a million 
individuals, and so that should also be an important way of getting 
our word out about our financial education efforts. 

Thank you, Mr. Chairman. 

Chairman Akaka. Thank you for your statement, Chairman Bair. 
Thank you for doing all you can to support education of our young 
people, as you said, and the general public as well. 

I am very pleased to learn from your statement that the Money 
Smart program has resulted in positive behavioral change among 
consumers. 

Ms. Bair. Yes. 

Chairman Akaka. What lessons learned from Money Smart could 
help other agencies implement effective financial literacy pro- 
grams? 

Ms. Bair. I think a couple of things. First of all, Money Smart 
is written in a very direct, straightforward, basic way. It is very 
understandable to a wide segment of the population. 

Also, in terms of delivery mechanisms, we work very closely with 
nonprofits, and some banks, to offer the Money Smart curriculum 
as well. But I think working with nonprofits — people that are in 
the communities, groups that are in the communities — is particu- 
larly important to reach especially the lower- and lower-middle-in- 
come segments of the population. Also, making the financial edu- 
cation transaction-related so that it has an immediate relevance to 
the individual or family enrolled in the curriculum. A lot of the 
folks who come to use the Money Smart curriculum are buying 
homes for the first time. They are receiving counseling through 
NeighborWorks of America, and they receive the Money Smart cur- 
ricula as part of that transaction-oriented impetus. 

Many others will open up a checking account or a savings ac- 
count for the first time at a bank, after the curricula is offered. So 
tying financial education to a financial transaction and making it 
immediately relevant to that transaction, I think, is very helpful. 

Chairman Akaka. Chairman Bair, I am deeply concerned that 
too many working families are taken advantage of by unscrupulous 
lenders through payday loans. In your statement, you indicate that 
the FDIC issued the Affordable Small-Dollar Loan Guidelines last 
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year intended to develop low-cost small loans coupled with savings 
opportunities. 

Ms. Bair. Yes. 

Chairman Akaka. How have FDIC-insured banks responded to 
these guidelines? 

Ms. Bair. They have been very supportive. The comment letters 
were almost all uniformly supportive, and we are encouraged. We 
have many banks that have approached us that are interested in 
launching a low-cost, small-dollar loan program, at least on a pilot 
basis. 

I think the one challenge we have in engaging the broader finan- 
cial banking community is to prove that these loans can be respon- 
sibly priced and profitable. I think there are some misconceptions 
about the credit risk involved. They are not as high, I think, as a 
lot of banks perceive them to be, given the fact that we are talking 
about providing a product to an individual who is already a bank 
customer. The thing that is frustrating about payday loans is those 
folks already have banking accounts. They have to provide a check 
as collateral for the loan. 

So the customer is already there, and I think working with banks 
so that they can understand that there are models to lend in a way 
that is responsibly priced, but also profitable, is going to be our 
main challenge going forward. But we have had a tremendous and 
very encouraging response, so I am optimistic that we are going to 
be able to get some significant level of small-dollar alternative op- 
tions at a lower cost, and also have a savings component built into 
that. 

Chairman Akaka. Chairman Bair, I am worried also that Ameri- 
cans are not saving enough. 

Ms. Bair. Yes. Me, too. 

Chairman Akaka. Also they are accumulating so much debt. 

Ms. Bair. Yes. 

Chairman Akaka. I hear this a lot from parents of college stu- 
dents who receive their children’s bills. They are very concerned. 
What policies need to be implemented to encourage savings and 
discourage debts? 

Ms. Bair. Well, I think what we are doing in financial education 
is helpful. Also, supporting the America Saves program, which is 
spearheaded by Consumer Federation of America and local efforts 
is important. I was in Ohio to support Cleveland Saves. We were 
involved with a D.C. Saves event this morning. I think these types 
of efforts are important in terms of getting the word out concerning 
how important saving is. 

Also, it is important to work with banks to make sure that there 
are savings vehicles available for lower-income people that do not 
have high minimum balances or high fees to get people started 
with just $5, $10 or $25 a month. Really, you just need to get start- 
ed somewhere, but making sure that there is a low-cost savings 
product that is accessible to them is very important. 

I think also as regulators, bank regulators, we need to make sure 
that the incentives we provide banks are equally weighted between 
credit and savings products. Perhaps in the past we have put a lit- 
tle too much emphasis on the extension of credit. Certainly credit 
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needs to be widely available. But I think we need to put at least 
as much emphasis on asset accumulation and savings products. 

And, finally, it is important to come up with savings products 
that facilitate making savings automatic, even tying them to debt 
programs, like a small-dollar loan program. For example, quali- 
fying someone for a small-dollar loan, but as they make the repay- 
ment, an amount would automatically go into a savings account. 

There are a lot of creative ways, I think, that banks can make 
savings automatic, and all the research shows that if you make it 
automatic, and make it easy, people will save. 

Chairman Akaka. As you know, approximately 10 million house- 
holds in the United States do not have accounts at mainstream fi- 
nancial institutions. Unfortunately, too many of these households 
depend on high-cost, fringe financial services. They miss out on op- 
portunities for saving and borrowing at credit unions and banks. 

What do you think must be done to bring these households into 
mainstream financial institutions? 

Ms. Bair. Here, again, I think financial education is key. Also, 
it is important to work with banks to make sure that the product 
mix that they offer and the marketing that they offer taps into this 
vast untapped market. This is a huge market opportunity for banks 
as well as a very good public policy objective. 

It is important that the product mix is right, including a savings 
account and basic financial services like money orders. A lot of 
lower-income families do not need a complicated checking account 
when they are starting off on their banking relationship. If they 
are introduced to a product that is too complex that ends up cost- 
ing them money as opposed to saving money, they are going to sour 
in their view of banks. 

Working with banks, to make sure that the regulatory incentives 
are of the right mix, and also encouraging the availability of very 
basic entry-level types of financial services that are needed by 
lower-income families is a good way to start. 

Chairman Akaka. Yes. Well, I really appreciate your responses 
to my questions today, and we are all in this together to try to 
highlight financial literacy and to help people make better deci- 
sions. 

I want to thank you so much for your part in our government 
to help bring this about. There is no question we need to work to- 
gether as a team to make this happen throughout the country, and 
you have been such an integral part of this. I look forward to work- 
ing with you further on this, and I want to thank you again for 
being here. 

Ms. Bair. I also very much appreciate the support you have 
given me over the years, and I am very pleased to be here this 
morning. Thank you. 

Chairman Akaka. Thank you, Chairman Bair. 

Now I ask the second panel of witnesses to come forward. Testi- 
fying on the second panel are: Morgan Brown, Assistant Deputy 
Secretary for Innovation and Improvement, U.S. Department of 
Education; Dan Iannicola, Jr., Deputy Assistant Secretary for Fi- 
nancial Education, U.S. Department of the Treasury; Robert 
Danbeck, Associate Director for Human Resources Products and 
Services Division, Office of Personnel Management; and Yvonne 
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Jones, Director, Financial Markets and Community Investment 
Team, Government Accountability Office. 

I want to welcome all of you and thank you so much for being 
here. As you know, it is the custom of this sUBCommittee to swear 
in all witnesses, so will you please stand and raise your right 
hand? Do you swear that the testimony you are about to give this 
Subcommittee is the truth, the whole truth, and nothing but the 
truth, so help you, God? 

Mr. Brown. I do. 

Mr. Iannicola. I do. 

Mr. Danbeck. I do. 

Ms. Jones. I do. 

Chairman Akaka. Thank you very much. Let the record note 
that the witnesses responded in the affirmative. 

Thank you very much for being here. This is a hearing that will 
certainly help every person in our country. So I would like to call 
on Mr. Brown to please proceed with your statement. 

TESTIMONY OF MORGAN BROWN , 1 ASSISTANT DEPUTY SEC- 
RETARY FOR INNOVATION AND IMPROVEMENT, U.S. DE- 
PARTMENT OF EDUCATION 

Mr. Brown. Thank you, Mr. Chairman, and good afternoon. 
Thank you for the opportunity to appear before you today to dis- 
cuss the important topic of financial literacy and what the U.S. De- 
partment of Education is doing to address this issue. 

In recognition of April being Financial Literacy Month, Secretary 
Spellings last week joined the heads of other Federal agencies, as 
well as business and nonprofit leaders at the White House, to, in 
the words of the President, “make sure that the Federal effort to- 
ward financial literacy is well coordinated with the private sector.” 

The first program I want to talk about is the Excellence in Eco- 
nomic Education (EEE) program that you earlier made reference 
to, Mr. Chairman. 

The EEE program is administered by the Office of Innovation 
and Improvement, which I head. This program promotes efforts to 
increase the economic and financial literacy of elementary and sec- 
ondary students. The objectives of the program are to: one, increase 
students’ knowledge of and achievement in economics; two, 
strengthen teachers’ understanding of and competence in econom- 
ics; three, encourage economic education research and develop- 
ment; four, assist States in measuring the impact of education in 
economics; and, five, leverage and expand increased private and 
public support for economic education partnerships at the national, 
State, and local levels. 

Under the statute, the Department is authorized to award one 
competitive grant to a national nonprofit educational organization 
whose primary mission is to improve the quality of student under- 
standing of personal finance and economics. The grantee must 
subgrant 75 percent of its grant funds to State or local educational 
agencies and State or local economic, personal finance, or entrepre- 
neurial education organizations. The subgrantees must work in 


lr The prepared statement of Mr. Brown appears in the Appendix on page 50. 
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partnership with other organizations that promote, among other 
things, personal finance education and economic development. 

Over the 3-year life of the program, the Department has awarded 
almost $4.5 million in grant funding to the National Council on 
Economic Education (NCEE), who you will be hearing from in the 
next panel of witnesses. During that time NCEE has implemented 
a variety of initiatives designed to improve financial literacy in our 
schools. NCEE’s mission is to promote economic and financial lit- 
eracy for all students in grades K-12 through its network of State 
councils and university-based centers, by training thousands of 
teachers who will reach millions of students. NCEE’s project activi- 
ties are intended to help students to develop the skills they need 
to become knowledgeable consumers, savers, investors, and effec- 
tive participants in a global economy. 

Through the Excellence in Economic Education Program, NCEE 
has awarded 310 subgrants totaling nearly $3.35 million to State 
and local education agencies as well as State and local organiza- 
tions that provide economic, personal finance, or entrepreneurial 
education programs. To ensure greater cost-effectiveness and cor- 
porate community involvement, subgrantees are required by the 
Excellence in Economic Education program statute to match their 
Federal funding dollar for dollar. 

My office is in the process of measuring the performance of the 
grantee by determining the percentage of students and teachers 
trained under the project that demonstrate an improved under- 
standing of personal finance and economics as compared to similar 
students whose teachers have not had the training provided by this 
project. We expect to have baseline information by the end of the 
current fiscal year and comparison data a year later. 

With regard to the future of the EEE program, the President’s 
budget requests no funding for fiscal year 2008, consistent with the 
Admistration’s policy of eliminating small categorical programs 
that have limited national impact and reallocating these funds to 
high priorities. Districts that wish to implement economic edu- 
cation activities, however, can use funds provided under other Fed- 
eral programs to do so. For example, the Improving Teacher Qual- 
ity State Grants program supports efforts to ensure that all teach- 
ers of core academic subjects, including economics, are highly quali- 
fied, so funding under that program may be used for professional 
development activities in economics education. 

I want to say a word about the Financial Literacy and Education 
Commission. The Department of Education also continues to work 
in partnership with the Financial Literacy and Education Commis- 
sion in its efforts to improve financial literacy in our country. Ear- 
lier this year, the Departments of Education and the Treasury 
cohosted a 2-day Kindergarten through Postsecondary Financial 
Education Summit. Attendees included a diverse group rep- 
resenting educational agencies and foundations, banking and in- 
vestment institutions, nonprofit organizations, and private corpora- 
tions. The focus of the summit was to engage public and private fi- 
nancial education practitioners in a dialogue to discuss innovative 
strategies to promote the integration of financial education into the 
core curriculum. 
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In closing, let me once again thank the sUBCommittee for invit- 
ing me to speak today. We will continue to monitor the effective- 
ness of our grant to the NCEE and to work with the Department 
of the Treasury on future financial literacy initiatives. 

Thank you, Mr. Chairman. I would be happy to take any ques- 
tions. 

Chairman Akaka. Thank you very much for your statement, Mr. 
Brown. Mr. Iannicola. 

TESTIMONY OF DAN IANNICOLA, JR ., 1 DEPUTY ASSISTANT 

SECRETARY FOR FINANCIAL EDUCATION, U.S. DEPARTMENT 

OF THE TREASURY 

Mr. Iannicola. Good afternoon, Chairman Akaka. Thank you for 
this opportunity to appear before you today to talk about the im- 
portant issue of financial literacy in America. Mr. Chairman, your 
leadership on this issue stretches back several years, and I com- 
mend you for your early recognition of financial literacy as an area 
of national concern. 

I would like to briefly discuss the financial literacy issue we are 
faced with and then discuss the Federal responses to that issue. 

Our robust marketplace of financial products and services has 
given Americans more options than ever before on activities such 
as investing, financing a home, or obtaining other consumer credit. 
Additionally, the steady migration from defined benefit plans to de- 
fined contribution plans has given people even more decisions to 
make about retirement. It is as if every American has woken to 
find himself or herself promoted to the position of CFO of his or 
her own household. Are we ready for the job? And if not, how do 
we address the new reality that our economic choices have simply 
outpaced our financial knowledge? 

The answer, of course, is financial education. Only when we 
learn more about our money will we be able to move forward con- 
fidently in the modern financial marketplace. 

The Fair and Accurate Credit Transactions Act of 2003 estab- 
lished a 20-agency group called the Financial Literacy and Edu- 
cation Commission and named the Secretary of the Treasury as 
Chair of the Commission. The law required the group TO produce 
a website, a hotline, a multimedia campaign, and a national strat- 
egy. I will describe progress on each of these projects. 

In October 2004, the Commission launched MyMoney.gov, a one- 
stop shop for Federal financial education information which is 
available in English and Spanish. The site has 399 links and has 
had 1.7 million hits. Also in October 2004, the Commission 
launched a toll-free hotline called 1-888-MyMoney, which is avail- 
able in English and Spanish and has received 18,000 calls. The 
multimedia campaign is well underway and will be launched in the 
fall of 2007. 

The FACT Act also required the Commission to develop a na- 
tional strategy for financial literacy. In April 2006, the Commission 
released the document entitled “Taking Ownership of the Future.” 
Each of the strategy’s 13 chapters end with numbered calls to ac- 


1 The prepared statement of Mr. Iannicola appears in the Appendix on page 54. 



11 


tion. These calls to action are milestones for the Commission which 
allow us to measure its performance. 

I will give a chronological summary of progress on the calls to 
action. 

In April 2006, the Small Business Administration completed Call 
to Action 3-2 by adding retirement training tools for small busi- 
nesses to MyMoney.gov, and the Treasury Department completed 
Call to Action 5-2, with the release of an identity theft DVD. Sixty 
thousand of these DVDs were subsequently distributed. 

In July 2006, and following Call to Action 2—1, the Departments 
of Housing and Urban Development and the Treasury Department 
cohosted a homeownership roundtable. And in August 2006, Call to 
Action 12-2 was completed when GSA and the Treasury Depart- 
ment finished the first survey of Federal financial education pro- 
grams and resources. 

As of December 2006, and as part of Call to Action 6-2, the Fed- 
eral Reserve Banks and the Treasury Department converted three- 
quarters of a million paper check benefit recipients to direct deposit 
enrollees. 

Under Call to Action 6-3, the Department of Health and Human 
Services implemented a public education campaign which helped to 
enroll more than 1.4 million beneficiaries in Medicare’s Part D pro- 
gram so they could take advantage of the new drug benefit. 

In February 2007, as mentioned by Mr. Brown, the Departments 
of Education and the Treasury cohosted a 2-day summit on youth 
financial education as part of Call to Action 10—1. 

In March 2007, under Call to Action 8—1, the third of four re- 
gional summits on the unbanked occurred in Seattle. Earlier sum- 
mits occurred in Chicago in May 2006 and in Edinburg, Texas, in 
December 2006. These events were the result of a partnership with 
many financial institution regulators. 

Also in March 2007, the Treasury Department hosted a financial 
literacy roundtable focused on Native populations. And just last 
week, Call to Action 1-1 was completed when the Treasury Depart- 
ment launched a public service announcement campaign promoting 
the MyMoney website. 

In December 2006, the Government Accountability Office issued 
a report on the Commission. The Commission welcomed the in- 
sights of GAO. As part of the Commission’s statutorily mandated 
annual review of the strategy, the Commission incorporated many 
of the GAO recommendations into its 2007 strategy revisions, in- 
cluding defining the terms “financial education” and “financial lit- 
eracy”; committing to conduct a usability study and a customer sat- 
isfaction survey on the MyMoney website; and committing to have 
an independent review of Federal financial education programs and 
resources. 

Last, GAO recommended that the Commission work closely with 
private entities, State, and local governments, which was accom- 
plished earlier this month when the Treasury Department and the 
Office of Personnel Management completed Call to Action 12-5, by 
establishing the National Financial Education Network of Federal, 
State, and local governments. 

As we move forward, the Commission will be implementing the 
remaining calls to action in the National Strategy. 
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I hope this discussion has given you a useful overview of the 
Commission’s work. We hope that through our emphasis on in- 
creased financial literacy people gain the skills to make better deci- 
sions and, therefore, live better lives. 

Thank you, and I look forward to your questions. 

Chairman Akaka. Thank you very much, Mr. Iannicola, for your 
statement. 

Mr. Danbeck, would you please proceed with your statement? 

TESTIMONY OF ROBERT F. DANBECK , 1 ASSOCIATE DIRECTOR, 

HUMAN RESOURCES PRODUCTS AND SERVICES, OFFICE OF 

PERSONNEL MANAGEMENT 

Mr. Danbeck. Good afternoon, Mr. Chairman. It is my pleasure 
to be here today to outline the important work the Office of Per- 
sonnel Management is doing to ensure Federal employees are 
ready for retirement. OPM is committed to educating Federal em- 
ployees about the need for retirement savings and investments and 
providing information on how to plan for retirement, including how 
to calculate the retirement savings and investments needed to meet 
their retirement goals. As part of that commitment, we were 
pleased to participate in Financial Literacy Day on Capitol Hill last 
week, where we provided information about the various benefit pro- 
grams available to Federal employees and had experts available to 
answer attendees’ questions. We also invited representatives from 
the Thrift Savings Plan (TSP) to join us, thereby providing at- 
tendees with additional resources to discuss this important facet of 
their retirement benefits. 

As you know, the Thrift Savings Plan is a Federal Government- 
sponsored retirement savings and investment plan open to Federal 
civilian employees and to members of the uniformed services. The 
TSP offers savings and tax benefits comparable to what many pri- 
vate corporations refer to as 401(k) plans. We strongly encourage 
all eligible Federal employees to take advantage of TSP as a means 
of preparing for their future. Due to your leadership, Congress took 
steps to help make Federal employees more aware of the opportuni- 
ties available to them through the TSP when it passed the Thrift 
Savings Plan Open Elections Act of 2004. The Act directed OPM 
to develop a “strategy to provide employees information on how to 
plan for retirement and how to calculate the retirement investment 
needed to meet their retirement goals.” 

OPM is doing this through a strategy based on an education 
model we call Retirement Readiness NOW. The model focuses on 
the outcome of our retirement financial education programs to pro- 
vide employees information on how to plan for retirement and how 
to calculate retirement investments needed to meet their retire- 
ment goals. 

Retirement readiness combines basic information about the bene- 
fits provided by the government, as an employer, and the broader 
financial education needs of employees. Rather than being a “near- 
retirement” event, the retirement readiness model considers retire- 
ment financial literacy and education as a career-long process. The 
model incorporates the broad range of information employees need 


lr The prepared statement of Mr. Danbeck appears in the Appendix on page 61. 



13 


to help them make informed retirement planning decisions. It also 
recognizes that these needs change as a person moves through his 
or her career. 

Our Retirement Readiness NOW model takes a total balanced 
approach to planning that covers: 

Networking Engagement — finding enjoyable challenges, con- 
necting with other people in meaningful activities such as volun- 
teer work, or even exploring a new career; 

Overall Health — staying as healthy as you can for however long 
you live; and understanding the aging process and how best to ap- 
proach health care such as preventative and disease treatment; 

And, finally, Wealth — preparing financially to have sufficient in- 
come to support your own standard of living in retirement. 

OPM has three key roles in retirement planning: Capacity, Co- 
ordination, and Catalyst. Building capacity means providing train- 
ing and tools to agency benefits officers so that they can help em- 
ployees understand their benefits and identify their financial edu- 
cation needs. 

OPM’s Retirement System Modernization (RSM) project will pro- 
vide employees with tools that for the first time ever will allow 
them to model their future retirement benefits based on a complete 
set of their actual Federal employment information. RSM modeling 
tools will include a web-based application that will contain person- 
alized content and decision support, enabling employee self-service 
access 24 hours a day, 7 days a week, by telephone or via a web 
interface. The RSM tools will allow a one-stop experience for em- 
ployees to initiate changes to their retirement benefits. These capa- 
bilities will be available beginning February 2008. 

Another important step we have taken is the development of a 
partnership with the American Savings Education Council of the 
Employee Benefits Research Institute. Through this partnership, 
we have developed the Federal Ballpark Estimater, which is based 
on the widely-used American Savings Education Council Ballpark 
Estimater, and our Estimater will go live shortly. 

However, OPM and agencies cannot provide employee retirement 
readiness without the direct involvement of the employees them- 
selves. Employees must take advantage of opportunities provided 
and must assume responsibility for taking steps to meet their own 
retirement goals. Our responsibility, and one we work on daily, is 
to provide as many tools as possible so that folks have this infor- 
mation as they near retirement. 

OPM also is very proud of the active role it has taken as a mem- 
ber of the Financial Literacy and Education Commission. We were 
on the national strategy working group and earlier this month co- 
hosted with the Department of the Treasury the first meeting of 
the National Financial Education Network. This clearinghouse will 
not only serve as a valuable resource for State and local govern- 
ments, it will identify a rich array of resources agency benefits offi- 
cers can use to explain their retirement readiness education pro- 
gram for Federal employees. 

I appreciate this opportunity to testify before the Subcommittee 
on this very important issue. I will be glad to answer any questions 
you may have. 
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Chairman Akaka. Thank you very much for your statement, Mr. 
Danbeck. 

Ms. Jones, will you please proceed with your statement? 

TESTIMONY OF YVONNE D. JONES , 1 DIRECTOR, FINANCIAL 

MARKETS AND COMMUNITY INVESTMENT, U.S. GOVERN- 
MENT ACCOUNTABILITY OFFICE 

Ms. Jones. Mr. Chairman, I appreciate the opportunity to dis- 
cuss how the Financial Literacy and Education Commission devel- 
oped the National Strategy for Financial Literacy. My comments 
are based on a report that GAO issued in December 2006 that as- 
sessed the Commission’s effectiveness. Today I will discuss how the 
Commission developed a national strategy to promote financial lit- 
eracy and education, implemented its website and telephone hot- 
line, coordinated Federal financial literacy efforts, and promoted 
partnerships among government, nonprofit, and commercial organi- 
zations. 

First, the National Strategy includes a series of recommenda- 
tions presented as calls to action. The calls to action are largely de- 
scriptive, not strategic, and mainly describe existing programs. 
Consequently, most Federal and nonprofit agencies we interviewed 
said that the strategy was unlikely to affect their financial literacy 
and education efforts. 

Based on our review, we recommended that the Commission in- 
clude in the strategy concrete definitions for financial literacy and 
financial education, clear and specific goals and performance meas- 
ures, actions needed to accomplish the goals, a description of re- 
quired resources, and a discussion of the appropriate roles and re- 
sponsibilities for Federal agencies and other organizations. 

The Treasury Department, as Chair of the Commission, re- 
sponded that the Commission is a new entity and that the strategy 
is largely a blueprint to provide general direction. Also, the strat- 
egy will be updated annually. 

Additionally, in its April 2007 report to the Congress, the Com- 
mission partially responded to our recommendations by including 
definitions for financial literacy and financial education, as Mr. 
Iannicola mentioned. 

The Commission also established the MyMoney website that con- 
nects consumers with close to 400 Federal financial English lan- 
guage websites and over 40 similar sites in Spanish. Representa- 
tives of financial literacy organizations generally said that the site 
is effectively serving its purpose. Website usage has been growing 
and reached 76,000 visits in March 2007. 

However, we recommended that the Commission conduct 
usability tests and measure customer satisfaction. Last month, the 
Commission informed Congress that it would undertake these eval- 
uations by the second quarter of 2009. 

Consumers can also use the telephone hotline the Commission 
established to order a free toolkit of English and Spanish language 
financial literacy publications from several Federal agencies. But 
we found that the number of calls to the hotline have been limited: 
526 calls in March 2007. 


x The prepared statement of Mr. Jones appears in the Appendix on page 70. 



15 


The Commission was also required by law to develop a plan to 
improve Federal agency coordination. The Commission created a 
single Federal focal point, but it faced challenges because of the 
agency’s differing missions, its limited staff and funding, and the 
lack of legal authority to compel agencies to take action. 

The Act also tasked the Commission with identifying areas of du- 
plication and overlap among Federal financial literacy activities 
and with reviewing the effectiveness of these activities. However, 
the Commission’s reviews relied largely on agency self-assess- 
ments. We recommended that the Commission provide for inde- 
pendent evaluations by a disinterested party, which the Commis- 
sion has said it will do by 2009. 

To promote partnerships between Federal agencies and State 
and local governments as well as with the nonprofit and private or- 
ganizations, the Commission has taken a number of steps, includ- 
ing public meetings and outreach events. But the impact of these 
steps is unclear. 

Our report recommended that the Commission explore additional 
ways to cultivate partnerships with nonprofit and private organiza- 
tions. For example, enhancing cooperation with State and local gov- 
ernments is particularly important given the crucial role the school 
districts have in improving financial literacy. Last month, as Mr. 
Iannicola said, the Commission held the first meeting of the Na- 
tional Financial Education Network, one of whose goals is to create 
a dialogue on financial education. 

We recognize the significant challenges confronting the Commis- 
sion, notably the inherent difficulty of coordinating the efforts of 20 
Federal agencies. Given the small number of the staff the Commis- 
sion has and its limited funding, we believe that early efforts un- 
dertaken by it represent some positive first steps. At the same 
time, more progress is needed if we expect the Commission to have 
a meaningful impact on improving the Nation’s financial literacy. 

Mr. Chairman, this concludes my prepared statement. I would be 
pleased to respond to any questions that you may have. 

Chairman Akaka. Thank you very much, Ms. Jones, for your 
statement. 

Mr. Iannicola, in your statement, I was glad to hear of the activi- 
ties and the programs that you have and learn that there has been 
some coordination among Federal agencies as well. 

In fiscal year 2005, $1 million was appropriated for the develop- 
ment and implementation of the National Strategy. How have 
these resources been spent? 

Mr. Iannicola. Mr. Chairman, we did receive that appropriation 
and put it to good use. Roughly $200,000 of that appropriation was 
put towards the actual production of the National Strategy itself, 
which includes putting together transcripts from six public meet- 
ings we had used to get comments from organizations. That oc- 
curred over several months. And then we also spent a fair amount 
of money on translating the documents into Spanish so that more 
people could access it. We hired some professional editors to help 
make it more clear. In addition there were designing, printing, and 
distribution costs, so all that totaled a little over $200,000. 

The balance was put towards the development of a multimedia 
campaign, which is also required under the FACT Act and called 
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for under the strategy. And that totaled somewhere around 
$700,000, and we have obligated those funds to a partnership with 
Ad Council and an ad agency out of New York called Lowe Adver- 
tising. And we have been working with them on developing a 
multimedia campaign, have gone through things like focus groups 
and some early creative stages and hope to see that completed in 
the fall of this year. 

Interestingly, based on what we have been talking about, the tar- 
get that we have decided on is young people and credit manage- 
ment, so that will be the thrust of that ad campaign. 

Chairman Akaka. Your Commission activities, as you mentioned, 
have been ongoing. In a statement made by Ms. Jones, she indi- 
cated that effective national strategies should include discussions 
of costs, the sources and types of resources needed, and where 
those resources should be targeted. 

Mr. Iannicola, what resources are needed to ensure that the 
Commission can adequately fulfill its mandates? 

Mr. Iannicola. Well, presently, under our situation, we have 
found that the coordination called for by the FACT Act, working to- 
gether with the 20 agencies has provided us enough synergy such 
that we have been able to add value without having to add re- 
sources. And right now that is where we still are. We believe we 
can accomplish the mandates of the statute and the calls to action 
under the National Strategy with existing resources. 

Chairman Akaka. Mr. Danbeck, as you know, a number of Fed- 
eral agencies have campaigns intended to improve the financial lit- 
eracy of their employees. Are there any specific efforts currently 
being conducted by agencies that you consider to be models that 
could be duplicated and implemented by other Federal agencies? 

Mr. Danbeck. Well, the one that immediately comes to mind is 
a program that is being currently coordinated by the Department 
of Agriculture through its benefits officers, where it is using its Co- 
operative State Research Extension Centers to disseminate infor- 
mation from a financial planning/financial literacy perspective to 
all of its constituents. So it is a rather creative program to use the 
extension centers that are already in place for normal function, but 
also to promote financial literacy. 

We are also working with the Social Security Administration, the 
Department of Justice, the Department of Health and Human 
Services, and with our colleagues at the Treasury Department on 
a number of financial fairs, where we go out and assist them in 
providing the information on-site to their employees. 

Chairman Akaka. Ms. Jones, the GAO report recommends that 
the Commission implement outcome measures to gauge its success. 
Could you please give us some examples of outcome measures they 
could use? 

Ms. Jones. Mr. Chairman, it is difficult to — [off microphone] — 
credit. They might also look at other things like a reduction in the 
number of people who are unbanked. 

Chairman Akaka. Mr. Brown, in your testimony you state that 
the NCEE could continue its financial education activities without 
Federal support, solely relying on the Nation’s private institutions 
which have business incentives to stress certain consumer behav- 
iors. This greatly concerns me because I believe that although pri- 
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vate resources can be useful, we have an obligation that our stu- 
dents have a basic understanding of economics and personal fi- 
nance so that they can effectively participate in the modern econ- 
omy. 

Is your statement specifically aimed at the activities of the 
NCEE? Or are you suggesting that there is no need for any Federal 
funding for financial education and that our students should have 
to depend on private efforts for their education? 

Mr. Brown. Thank you for your question, Mr. Chairman. My 
comments are specifically with regard to the EEE program in that 
because of the substantial increases the President has made in 
such high-priority areas as Title I funding for low-income children 
or School Improvement Grants, that to offset those substantial in- 
creases he has proposed not requesting funding in the next fiscal 
year for a number of smaller programs. 

Having said that, if the Congress were to decide not to fund the 
EEE program, we would certainly be willing to work with NCEE 
to give them information about other sources of funding that are 
not specifically focused on economic education or financial literacy 
but could be used, were State and local government entities aware 
of them, for that. And then, as you mentioned, in my written testi- 
mony I suggested that there may be opportunities to raise addi- 
tional funds in some areas of the private sector that have a strong 
interest in financial literacy and consumer education among stu- 
dents as well. 

So those would be two areas that we would be happy to work on. 

Chairman Akaka. Mr. Brown, in your testimony you stated that 
the Administration’s policy has been elimination of “small categor- 
ical programs that have limited national impact and reallocating 
these funds to high priorities,” such as EEE. However, in 2006, our 
Nation faced record consumer debt levels and negative savings 
rates. Even in your testimony, you state that “financial literacy has 
gained attention as it has become more financial literacy has 
gained attention as it has become apparent that improving finan- 
cial education in our Nation’s schools is important to ensure that 
young people are equipped with the necessary skills to make sound 
financial decisions.” 

How does the Administration reconcile its policy with the press- 
ing need for financial education? And what else is the Administra- 
tion pursuing to address this issue? 

Mr. Brown. Mr. Chairman, I think it is important to note, as I 
did in my testimony, that the President certainly thinks financial 
literacy is enormously important, and he even hosted a meeting at 
the White House just last week with the heads of both the Edu- 
cation Department and the Treasury Department, as well as lead- 
ers from the private and nonprofit sectors that are very interested 
in financial education to highlight the importance of it. And so 
through the efforts of a number of agencies, including the Treasury 
Department and including the Commission that we have talked 
about, I think there is a lot — there is certainly interest in making 
sure that we promote financial education and work with a lot of 
both public and private sector partners. 

However, within the K-12 education budget, in terms of the 
President’s proposal for that budget, he has made a decision that 
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there are higher-priority areas for funding, again, Title I, School 
Improvement Grants, IDEA, etc., and that to offset those, he did 
not request funding for a number of smaller grant programs. 

So it was simply in the issue of the K-12 budget and the Presi- 
dent setting priorities for his request to Congress, but it is not a 
statement that he believes the Administration should have no in- 
volvement in the efforts to promote financial literacy. 

Chairman Akaka. Mr. Danbeck, I am concerned that not enough 
people have planned and prepared for retirement. As a con- 
sequence, they will not be able to retire on their own terms. What 
did OPM learn from the Retirement Readiness survey conducted 
among Federal employees? 

Mr. Danbeck. Thank you, Mr. Chairman. That is a very good 
question. 

What we found was that the majority of Federal employees, more 
than eight out of ten, stated that they are on track relative to their 
planning for retirement. And it is interesting because, if you look 
at the private sector, the same survey questions would say approxi- 
mately four out of ten workers in the private sector feel that they 
are on track. So our Federal employees do feel that they are mak- 
ing progress towards their goal. 

Only one in four workers feel they will have to work in retire- 
ment in another position, which is rather interesting. And only two 
out of ten actually have a professional financial advisor who they 
use to help them with retirement plans. 

So it is a rather mixed bag, if you will, of responses. 

Chairman Akaka. Mr. Iannicola, I understand that the Depart- 
ment of the Treasury is planning to hold roundtables on financial 
education topics that concern specific multicultural and multi- 
lingual populations. I am pleased that the first one in this series 
was held in March 2007, and it was focused on Native populations. 

What actions will be taken to address the financial literacy needs 
of American Indian, Alaska Natives, and Native Hawaiians? 

Mr. Iannicola. Well, thank you. We did have a productive meet- 
ing, and what we hope will come out of all these meetings are a 
few things. First, we will have some sort of documentation, some 
sort of White Paper to come out, so others can learn what hap- 
pened there and what we want to see follow from it, even if they 
were not able to attend. But what we have seen already is an impe- 
tus towards networking. We had at that meeting lenders, we had 
those representing Native communities, as well as a whole host of 
representatives across the Federal Government. Many parts of the 
Federal Government touch native communities, and we found peo- 
ple who did not know who each other were and needed to. So those 
connections were made right away. 

We hope to have continued connections of those sorts and con- 
tinue an informal network to make sure the assets and the re- 
sources the Federal Government does offer are getting to the right 
people. 

But part of the conference was about lenders and others having 
a chance to hear what the community really needs. For instance, 
the importance of trust is something that is necessary to get people 
in the door of a financial institution. People are told if something 
is too good to be true, it probably is, and so they put their guard 
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up. But, by the same token, we want to tell them to walk into a 
financial institution and trust that institution to open an account. 
So there are some messages that appear to conflict, but it takes 
some special understanding of the community to get the point 
across. So that roundtable was an opportunity to give those ideas. 

We are also working with other communities and doing the same 
thing to try to advance the conversation and build new connections. 

Chairman Akaka. Is this going to be extended to American Indi- 
ans, Alaska Natives, and Native Hawaiians? 

Mr. Iannicola. We are certainly open to expanding to any orga- 
nizations that would like to be involved in this effort. The whole 
point of this conversation is to broaden the circle. So, yes, we have 
put the invitation out far and wide, and if there are other groups 
that you would like to put us in touch with, we would be happy 
to follow through. 

Chairman Akaka. Do you have a timetable on that? 

Mr. Iannicola. We will be having another one — actually, two of 
these over the summer, one with Asian and Pacific Islander organi- 
zations and another one with African American organizations. And 
in the fall, we will be working with Hispanic groups for another fo- 
cused community conversation. And so anytime in the next several 
months would be appropriate to build this type of effort. 

Chairman Akaka. Thank you. 

Ms. Jones, are there commissions similar to the Financial Lit- 
eracy and Education Commission that share its challenges? If so, 
what lessons could be learned from those experiences that could be 
used to improve the Commission? 

Ms. Jones. Mr. Chairman, I think that GAO has done some 
other work looking at commissions that were broadly comparable 
to the Financial Literacy and Education Commission. I mentioned 
earlier in my testimony that having clear and specific goals and 
performance measures and specifying the actions and implementa- 
tion plan to accomplish goals, including a description of resources 
that are needed and a discussion of the appropriate roles and re- 
sponsibilities for Federal agencies and other organizations. These 
kinds of observations that we made about the Commission were 
based on prior work. 

What I could offer to do, Mr. Chairman, is to provide you with 
a more detailed summary of the work that GAO has done on other 
commissions, if that would be helpful. 

Chairman Akaka. Yes, I would like that, please. 

Ms. Jones. OK. 

Chairman Akaka. Mr. Iannicola, one of the mandates of the leg- 
islation establishing the Commission was to identify areas of over- 
lap and duplication among Federal financial literacy and education 
activities and propose means of eliminating such overlap and dupli- 
cation. 

Why has the Commission not found any duplication of govern- 
ment financial literacy efforts? 

Mr. Iannicola. That is a good question. Obviously, we are very 
concerned about being good stewards of Federal dollars and want 
to make sure that every dollar is being used properly. The Treas- 
ury Department and GSA do a survey every 6 months internally 
of our Commission members, and we have not found substantive 



20 


overlap, but we have found areas where we have avoided overlap. 
And let me talk about each. 

Sometimes it appears on the surface that there is some overlap. 
For instance, the Department of Labor has an Internet publication 
called “Preparing for Retirement.” SSA, the Social Security Admin- 
istration, has something called “Step by Step Retirement Planner.” 
However, they both offer very different information when you dig 
a little deeper. The Department of Labor is focused on the private 
elements of one’s plan, maybe personal savings or something that 
you would get from your employer. However, the piece produced by 
Social Security, as you might imagine, is focused on Social Security 
benefits. So while they both deal with retirement and probably 
have a few pages of overlap, they differ when they get more spe- 
cific. 

Other programs and other publications differ based on the com- 
munity upon which they are focusing. We have some programs that 
focus on savings for adults and others that focus on kids. We have 
some publications that focus on teaching savings to adults so that 
they can save, and there is even a publication that teaches teachers 
about how to talk to kids about savings. 

So when we probed further, we found that any overlap has either 
been minimal or necessary, or both. So we do think it is important 
and will continue to keep an eye on this and believe it so strongly 
that even though the FACT Act does not require that we have an 
independent organization look at it, we took the good suggestion of 
GAO and committed to doing that going forward. So we share that 
concern. 

Chairman Akaka. Thank you. 

Mr. Iannicola, legislation that created the Commission permits 
the President to appoint up to five additional members to the Com- 
mission. Has anyone been appointed? 

Mr. Iannicola. We presently have it at the existing 20 so, no, 
no one has been appointed additionally. 

Chairman Akaka. Why has no one been appointed? 

Mr. Iannicola. We have had a lot of success working with orga- 
nizations in an informal manner without appointing other agencies 
to this Commission. When we’ve found a need to work with another 
agency outside the Commission, we have called them up, and they 
have been cooperative. But the 20 covers just about most of our 
needs. I mean, it was a fairly strong list of those who were doing 
financial literacy in the government. 

Chairman Akaka. Is there a timeline for these appointments? 

Mr. Iannicola. No. As I understand, under Title V, 1 I think we 
can add an agency at any time, and so as situations change or as 
we see an agency that needs to be in the Commission that may not 
be, we will certainly reconsider adding such an agency. 

Chairman Akaka. Mr. Danbeck, I am pleased to learn more 
about OPM’s effort to ensure that Federal employees have the re- 
sources they need to make informed decisions regarding their re- 
tirement. At the same time, retirement planning is just one part 
of the larger financial picture. Other than retirement preparation, 
how does OPM educate Federal employees about other aspects of 


1 Copy of Title from Public Law 108-159 appears in the Appendix on page 112. 
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economic education such as predatory lenders, credit card debt, and 
sound investing practices? 

Mr. Danbeck. Well, Mr. Chairman, our Retirement Readiness 
NOW model is much more. It takes a broader view than just the 
retirement related to financial literacy, and our approach is not 
just about money. It combines basic information about benefits that 
are provided by the government as an employer, and the broader 
financial education needs of employees, to include many of the 
things you just mentioned. And the model incorporates a broad 
range of information employees need to help them make informed 
retirement decisions. As I also mentioned in our Retirement Readi- 
ness NOW model we take into consideration overall health as well 
as networking and engagement as employees get ready for retiring. 

So we try to have a much more broader, holistic approach to re- 
tirement readiness than just thinking about the financial side, al- 
though that is a critical component. 

Chairman Akaka. Mr. Brown, in his statement Dr. Duvall of the 
National Council on Economic Education mentions the need for 
well-prepared teachers and meaningful curriculum materials to- 
ward which some of the EEE subgrants have been directed in order 
to promote economic and financial education. 

Aside from EEE, have any other financial resources gone to sup- 
port financial literacy education activities for teacher training? 

Mr. Brown. Mr. Chairman, as I mentioned in my statement, 
there are other sources of funding, particularly for teacher profes- 
sional development in the area of economics. Those are resources 
where they are not dedicated necessarily to financial literacy or ec- 
onomics education, but they could be used — they have the flexi- 
bility at both the State and local levels to be used that way. Cer- 
tainly that would include some of the Title II program funding, and 
also it would include the Improving Teacher Quality State grants 
program that I mentioned earlier. 

So, again, that is something that, whether or not there continues 
to be funding specifically for the EEE program, we would certainly 
be happy to work with NCEE and other entities to get the word 
out at the State and local level that these funds can be used that 
way if the State and local entities wish to do so. 

Chairman Akaka. Thank you. 

Mr. Iannicola, I have some questions pertaining to the website 
and the hotline. When will the website incorporate the Web Man- 
agers Advisory Council’s recommendations and best practices for 
websites? 

Mr. Iannicola. Well, we are in review of the website on a reg- 
ular basis. However, I would think as part of the usability testing 
and the customer satisfaction, it will be done, if not sooner, it will 
be done by, I believe, the 2009 timeline we had given when we are 
implementing the GAO recommendation. We may have it sooner, 
but certainly by that time it will be completed. 

Chairman Akaka. So no definite timeline was set for that type 
of information? 

Mr. Iannicola. No, but its safe to say it will be done by the sec- 
ond quarter 2009, and perhaps sooner. 

Chairman Akaka. Has the Commission identified a point of con- 
tact for the website to address consumers’ questions and concerns? 
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Mr. Iannicola. I believe there is a link right now on the site 
that will allow individuals to ask a question, but it is more for 
questions about the website. It is not for asking financial education 
information questions but, rather, it is for questions about the 
basic functioning of the website. So there is a possibility to eventu- 
ally get a hold of someone through the website links. 

Chairman Akaka. Mr. Iannicola, approximately 10 million house- 
holds in the United States do not have accounts at mainstream fi- 
nancial institutions. What is being done by the Treasury Depart- 
ment and the Commission to encourage people to utilize main- 
stream financial institutions? 

Mr. Iannicola. We see that as an issue as well, Mr. Chairman, 
and that is why one of the more aggressive calls to action we have 
in the strategy is on the unbanked, and we already are three- 
fourths of the way through it in that we have committed to having 
regional roundtables on this issue to bring together players in the 
private sector and not-for-profits and to focus on the different 
issues of the unbanked. 

We had one in Chicago last May. We also had one in Edinburg, 
Texas, back in December and focused more on border issues there 
and the special complexities involved with that. And then this 
March, we had a conference in Seattle, and we will be having a 
conference in the Northeast later on this fall. So the upshot of all 
these conversations is to produce a White Paper with recommenda- 
tions. 

We found some interesting things. We found, as I mentioned be- 
fore, the idea of trust is important, but also the idea of approach- 
ability. We had a credit union tell us in Seattle that one of the 
things that brought more people in the door was just dressing their 
people in jeans and T-shirts because that is the way the customers 
dress. The tradition coat and tie seemed to intimidate some people. 

So it is these unique observations that one gets by listening to 
the grass roots, and that is what we were able to do and bring a 
lot more of these ideas to the forefront. 

Also the conference provided networking possibilities, we heard 
from a lot of people already that they made connections at that 
conference and have asked to build a list and serve off of that. 

So these are the types of tools that will naturally flow from these 
types of conversations, so we are going to continue to do that with 
respect to the unbanked. 

Chairman Akaka. Mr. Iannicola, the GAO report mentions that 
the financial literacy toolkit is missing information on some vital 
issues, such as home ownership and credit. 

What resources does the Commission need to provide a more 
comprehensive toolkit? 

Mr. Iannicola. We have also noted that there are publications 
we would like to get in the toolkit and are working with our agency 
partners to see what they can do to help us fill those holes. 

Chairman Akaka. In his written statement, Mr. Brobeck from 
the Consumer Federation of America outlines several strategies to 
achieve significant and measurable improvements to specific finan- 
cial decisions made by most Americans. Examples of these include 
encouraging self-measurement of net personal wealth, use of auto- 
matic savings opportunities, public checking of credit records, and 
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on-time repayment of loans. He also recommends that the Commis- 
sion develop an online toolkit that could be widely promoted as an 
annual financial checkup instrument. This is a very interesting rec- 
ommendation that could lead to the development of concrete pro- 
posals that will result in positive behavioral change. 

Will the Commission be developing strategies to achieve signifi- 
cant and measurable improvement in the decisionmaking of con- 
sumers? 

Mr. Iannicola. We will continue to implement the strategy to 
reach these tangible goals you are talking about. One of our pri- 
mary tools to do that right now is the MyMoney website and the 
toll-free number. And we do have links on there now that can do 
that, and I would note that the Ballpark Estimate that OPM has 
put together is something that can be useful for Federal employees, 
but similar calculations can be useful for everyone, as Mr. Brobeck 
notes, to see where they are and where they need to be. 

So we will continue to measure the amount of penetration we 
get, the amount of people who actually use the website, and we 
hope, through our customer satisfaction survey, to realize how we 
can do that better. 

Right now that is one of our better tangible measures, and so we 
will continue to watch that closely to see how we can get the 
website to people who need it. 

Chairman Akaka. Mr. Danbeck, one of the keys to ensuring the 
financial literacy of Federal employees is the appropriate and ongo- 
ing training of agency benefit officers. Consequently, I am glad to 
hear about your upcoming Retirement Financial Education Sympo- 
sium and your series of Workshops in a Box. I think, however, that 
it is also vital to have assessment measures in place to ensure that 
this training is effective. 

What, if any, measures has OPM put into place to ensure that 
benefits officers have the knowledge necessary to accurately convey 
retirement information to Federal employees? 

Mr. Danbeck. Mr. Chairman, we plan to survey benefits officers 
later in the year. Our strategy, as you mentioned, is to get the 
word out to the various agencies through the benefits officers, and 
we have done a number of things in that regard, including, as you 
noted, the series of Workshops in a Box and the financial education 
fairs. We have also provided the agency benefits officers recently 
with guidelines on how to perform retirement readiness plans. 

So we will check later in the year to assess how the agencies are 
performing. They will have to come back to us and tell us what 
they have implemented and what successes they have had. Then 
based on that, we will determine a measurement process. And to 
be perfectly honest, we have not gotten to that point yet, sir. 

Chairman Akaka. Well, thank you very much for that response. 

Mr. Iannicola, what has the Commission done to address the 
issue of measuring results and ensuring accountability? 

Mr. Iannicola. As we mentioned, the calls to action are some- 
thing that we hold ourselves accountable to, and they have dates 
and actors. But beyond that, we have collected and will continue 
to collect information from our member agencies. 

For instance, we know that, as mentioned in my testimony, about 
760,000 people were converted from receiving paper checks to elec- 
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tronic deposit, and we know all the benefits of that. That was done 
by the Treasury Department and the Federal Reserve banks. We 
had a DVD that went out; 60,000 of those were ordered by the pub- 
lic. Also, we have seen a number of outreach activities, even in our 
own office at the Treasury Department. Over a few years, we have 
gone to 42 States, held 304 financial education sessions, and 
reached over 24,000 people. In addition to that, we generated 470 
media stories so that our word got out to more people than just at- 
tended the events. 

So these are the type of numbers that, while useful, are not ev- 
erything we want; that is to say, the ideal measure is knowing that 
you have changed someone’s behavior. That measure for financial 
educators in Federal or private sector efforts is always a chal- 
lenging number to get. And it is even harder to tell when financial 
education was the delta, the reason that some conduct changed. It 
could be many other things. 

Ms. Jones had mentioned that it is difficult coming up with those 
measures, and we would agree. 

So we try to keep the numbers that we can, largely input num- 
bers, to see how we are doing, while continuing to try to figure out 
ways to get even better numbers. 

Chairman Akaka. Mr. Brown, according to your advance testi- 
mony, you are currently measuring the NCEE’s progress and ful- 
filling the goals of the Excellence in Economic Education grant by 
determining the percentage of students and teachers trained under 
the project that demonstrate an improved understanding of per- 
sonal finance. The Department of Education has not yet finished 
compiling its information on the efficacy of the EEE program. How 
then can the Department of Education assess the national impact 
of the EEE program and assure that the requirements will be met 
by shifting responsibilities for financial education training from 
EEE to other grants? 

Mr. Brown. Mr. Chairman, as you noted in my testimony, we 
are in the process of doing an evaluation that we think will provide 
some quite clear results because there will be a control group of 
students who have not been instructed by teachers who have gone 
through the training provided by the program. And so we hope to 
get the kind of concrete results by using the control group that is 
sometimes difficult to get when you are doing these type of evalua- 
tions. 

I should also mention that for the first year of the grant program 
to NCEE, there has been an evaluation study done that we would 
be more than happy to share with you and other Members of the 
Subcommittee that was done for the first year of the grant pro- 
gram, which was fiscal year 2004, and that evaluation was released 
in the summer of last year. And that was not quite the thorough 
kind of evaluation we are doing now. It was mostly based on survey 
research of teachers and students and grantees. But the results 
were very positive, even for that first year, in terms of the survey 
research that came back. And I am sure Mr. Duvall, when he 
comes up to testify, will want to say even more about that. 

So, again, in no way is the discussion about looking at other re- 
sources for funding the EEE program or NCEE through that pro- 
gram a commentary on the performance of NCEE. Again, the eval- 
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uations we have so far are very positive. It really has much more 
to do with funding priorities for the President in the context of the 
education budget. 

Chairman Akaka. Thank you very much. I will just ask one more 
question, but I will also be keeping the record open for one week 
for other Members to submit questions they may have for you. 

Mr. Iannicola, on February 1, the Treasury Department officials 
kicked off a nationwide earned income tax credit awareness cam- 
paign. The EITC is a vitally important program for working fami- 
lies. 

What resources have been dedicated to this campaign? 

Mr. Iannicola. As you mentioned, on that day, February 1, Sec- 
retary of the Treasury and IRS Commissioner all got together and 
talked about the importance of EITC and declared that EITC 
Awareness Day, and that is also why we featured it in the National 
Strategy. 

There are just too many people who are leaving money on the 
table, as you well know, and some of the resources that have been 
put toward that from the Treasury Department’s perspective come 
through IRS and the working of their Volunteer Income Tax Assist- 
ance (VITA) sites. They work with organizations across the country 
to train them to help people get their taxes filed, and while they 
are doing that, they will introduce them to the idea of the earned 
income tax credit if they are eligible for it and help them to claim 
it. They can also use that as a teachable moment to get the person 
a bank account or a relationship with a credit union if they do not 
have one. 

The IRS has also recently developed a split refund technological 
ability so that now an individual can be enticed to put some of the 
money into an account and yet still have something to take home. 
That was new this tax year. So through the VITA sites and IRS, 
significant resources have been put to improving participation in 
the earned income tax credit. 

Chairman Akaka. Well, I want to thank the second panel for 
your responses and tell you that your responses have been helpful. 
We will keep the record open for a week for any other questions. 

I also want you to know that we have a third panel that is com- 
ing up, and I would encourage you to stay if you can and have the 
time to hear the third panel. 

So, again, thank you very much for being here, and have a good 
day. 

Now I call on the third panel of witnesses to come forward: Rob- 
ert Duvall, who is President and Chief Executive Officer of the Na- 
tional Council on Economic Education; and Stephen Brobeck, Exec- 
utive Director, Consumer Federation of America. It is good to have 
you here as witnesses on the third panel. 

It is the custom of this Subcommittee to swear in all witnesses. 
So will you please stand and raise your right hand? Do you swear 
that the testimony you are about to give this Subcommittee is the 
truth, the whole truth, and nothing but the truth, so help you, 
God? 

Mr. Duvall. I do. 

Mr. Brobeck. I do. 
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Chairman Akaka. Thank you very much, and let the record note 
that the witnesses responded in the affirmative. 

Let me ask you, Mr. Duvall, to please proceed with your testi- 
mony. 

TESTIMONY OF ROBERT F. DUVALL , 1 PRESIDENT AND CHIEF 

EXECUTIVE OFFICER, NATIONAL COUNCIL ON ECONOMIC 

EDUCATION 

Mr. Duvall. Thank you very much, Chairman Akaka, and thank 
you for inviting me to testify today on this timely, critical, and vital 
issue of the Federal Government’s role in empowering all Ameri- 
cans to make informed financial decisions. 

The National Council on Economic Education (NCEE), is a 
unique nonprofit, nonpartisan, independent organization directed 
by a governing board of volunteer leaders from education and busi- 
ness, with the clear purpose of helping young people learn while in 
school to think and choose responsibly and successfully when they 
go into the real world. 

For 60 years, the NCEE has been leading the charge to improve 
economic and financial literacy through education in the Nation’s 
schools. We believe that today both the need for what we do best 
and the opportunities to effect change and to show, as you have 
called for, measurable results are greater than ever. 

With partners, as you know, we helped to host and promote Fi- 
nancial Literacy Day on Capitol Hill last week, and your leadership 
has been inspiring for the development of that effort over the 
years. 

The NCEE is differentiated by our mission. We believe that fi- 
nancial literacy comes through effective economic education, and 
that this education ought to be part of the core learning experience 
that our young people get while they are in school. We believe they 
will best learn the basics of practical, applied economics and per- 
sonal financial decisionmaking skills through well-trained teachers, 
who are equipped with excellent standards-based teaching mate- 
rials. 

The need to strengthen, expand, and enhance education in basic 
practical economics and personal finance in our Nation’s schools re- 
mains urgent. We must prepare our students with the foundation 
of economic and financial competence so that they can succeed in 
life. 

There is widespread agreement for this proposition among policy- 
makers, business leaders, and educators. The questions now before 
us, I believe, are: How can we best improve and expand economic 
and financial literacy efforts? How can we measure results and out- 
comes to be sure we are making a difference? And what role can 
both government and the private sector play in this effort? 

Let me pick up the theme of much of the discussion today in 
which I have an earnest interest, and that is, focus on the impor- 
tance of the Excellence in Economic Education Act (EEE). 

Thanks to your efforts, Mr. Chairman, Congress authorized the 
EEE program as part of the No Child Left Behind Act “to promote 
economic and financial literacy of all students in kindergarten 


1 The prepared statement of Mr. Duvall appears in the Appendix on page 88. 
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through grade 12.” The EEE directly supports activities that edu- 
cators can take to improve financial education in our elementary 
and secondary schools — through professional development for 
teachers, distributing high-quality, standards-based, and stand- 
ards-setting educational materials; fostering active learning for stu- 
dents; and evaluating and assessing outcomes and promoting, and 
then disseminating best practices. 

We know that well-prepared teachers instill in our children a 
sense that they are themselves future stakeholders, decision- 
makers, and movers of the American economy. The EEE has pro- 
vided meaningful resources for teacher training, which is at the 
heart of making a difference. 

In the first year of the EEE, 36 subgrants were awarded to es- 
tablish and conduct teacher training programs, including for those 
teachers who specialize in another discipline. This is important. 
The infusion of personal finance and economics into other classes 
can be an effective way to assure that these subjects have a place 
in the core curriculum. 

This year, EEE funding allowed the NCEE to distribute 14,000 
Virtual Economics CD-ROMS to every school district in the coun- 
try. Thanks to the EEE, this program is now available, a unique 
resource for teachers, in every school district in the United States. 

I think one of the most important ways we can improve economic 
and financial education and ensure results is through rigorous 
evaluation and assessment. Let me just mention — and it is in my 
written testimony in a fuller way — one glowing example of how the 
NCEE has used Federal funds provided by the EEE to make a real 
difference, pursuant to Deputy Secretary Brown’s comment. 

Financial Fitness for Life, developed by the NCEE, is an award- 
winning, highly acclaimed, comprehensive K-12 personal finance 
program, which helps students apply economic and financial deci- 
sionmaking skills to the real world of earning and spending an in- 
come, saving, using credit, investing, and managing their money — 
that is, a financial fitness program for getting in shape financially. 

The NCEE awarded a grant of funds, through the EEE program, 
to two researchers at Eastern Kentucky University, who tested the 
effectiveness of Financial Fitness for Life in an economically under- 
privileged region of Kentucky. This study found that the use of Fi- 
nancial Fitness for Life significantly increased student performance 
on a post-test basis when compared with a pre-test of those same 
students. The study also found that Financial Fitness for Life in- 
creases financial literacy, and that, for 7th-, 8th-, and lOth-grade 
students, this increase is higher than what resulted from any other 
curriculum, if any, that teachers were previously using to teach fi- 
nancial concepts. 

Now, this is a powerful study, and it was presented to the Amer- 
ican Economic Association (AEA), in January in Chicago. This kind 
of evaluation and assessment is something that we are focused on 
at the NCEE and I see us doing as an increasing contribution to 
understanding where and how we can make a significant dif- 
ference. 

Through your leadership, Senator Akaka, and the bipartisan sup- 
port that you have mustered from many others, Congress has pro- 
vided needed resources to make a difference through the EEE pro- 
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gram. And as I have illustrated, the Excellence in Economic Edu- 
cation program allows the Federal Government to strengthen, ex- 
pand, and leverage effective economic and financial literacy edu- 
cation at the local level, at the grass-roots level, in our Nation’s pri- 
mary and secondary schools, for relatively few dollars. 

The EEE maximizes the impact of each Federal dollar by requir- 
ing matches for subgrants and leveraging ongoing private sector ef- 
forts. And the EEE addresses the key pieces of the economic edu- 
cation and financial literacy puzzle: teacher training, development 
and delivery of curricular materials, student activities that work, 
and evaluation and assessment of results. 

So I would urge the Congress to maintain and, if possible, in- 
crease funding for this needed and outstanding program. 

I am very gratified that this Subcommittee is focusing on eco- 
nomic education and financial literacy. Teaching sound economics 
and personal finance, and making it stick, is not only vital to an 
individual’s success, but will ultimately contribute to ensuring a 
strong national economy and a more prosperous future for our 
country. 

Thank you again for inviting me to testify today, and I will be 
happy to answer any questions. 

Chairman Akaka. Thank you very much, Dr. Duvall. And now, 
Mr. Brobeck, your testimony. 

TESTIMONY OF STEPHEN BROBECK , 1 EXECUTIVE DIRECTOR, 
CONSUMER FEDERATION OF AMERICA 

Mr. Brobeck. Thank you, Mr. Chairman. CFA appreciates the 
opportunity to testify before this Subcommittee on the role of the 
Federal Government in helping Americans make more informed fi- 
nancial decisions, and we also appreciate your personal leadership 
in the area of financial education and many other pressing finan- 
cial services issues. 

My written testimony suggests that for many years Federal 
agencies have played an important role in increasing financial lit- 
eracy. It also notes that since its establishment, FLEC has 
strengthened this Federal role. The Commission, led by the Treas- 
ury Department’s Office of Financial Education, has compiled 
unique and valuable information about financial education pro- 
grams and opportunities, has encouraged more cooperation among 
Federal agencies, and has provided information to increasing num- 
bers of Americans through its MyMoney website. 

Our testimony, however, agrees with GAO that FLEC has not yet 
developed a comprehensive national strategy to advance financial 
literacy, though it also notes that the Commission faces severe con- 
straints in seeking to develop such a strategy. These constraints 
suggest that it would be more useful for FLEC to develop and im- 
plement informational strategies for encouraging consumers to take 
specific financial actions. These actions could include — and you 
mentioned several of them in your questions to the previous 
panel — an annual financial checkup in which people assess the sta- 
tus of their spending, saving, and use of credit; a more detailed as- 
sessment of current and future net wealth; automatic savings 


1 The prepared statement of Mr. Brobeck appears in the Appendix on page 94. 
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through workplace retirement programs and through preauthorized 
regular transfers from checking to savings; periodic checking of 
credit reports and credit scores, which increasingly affect not just 
credit availability and costs, but also the availability of rental 
housing, utilities, insurance, and even employment; and prompt 
loan payments to avoid late fees, penalty interest rates, and lower 
credit scores. 

There are many FLEC members with a potential interest in pro- 
moting each of these prudent financial actions. They could develop 
strategies that involve cooperation with nonprofit and private 
groups as well as with other government agencies. These strategies 
should include specific national goals for different actions, such as 
X million additional Americans self-administering a web-based fi- 
nancial checkup, or estimating their current and future net assets 
using a website, or participating in workplace retirement programs, 
or checking their credit reports, or reducing the frequency of late 
loan payments. And the strategies should utilize the kind of social 
marketing approaches employed in campaigns against smoking or 
drunk driving. 

Our written testimony suggests that financial education has real- 
ly yet to adequately prove its worth to the Nation. Targeted infor- 
mational initiatives led by Federal agencies to help people use their 
financial resources more effectively would demonstrate the value of 
this education while improving the lives of millions of Americans. 

Thank you. 

Chairman Akaka. Thank you very much, Mr. Brobeck, for your 
statement. 

Mr. Brobeck, you recommend urging the Commission to develop 
specific financial literacy strategies to achieve measurable improve- 
ments in financial decisions. Can you give us an example of the 
kind of financial decisions you are talking about and how the Com- 
mission could work to develop measures to improve these financial 
decisions? 

Mr. Brobeck. Well, in your question to the previous panel, you 
had actually focused on annual financial checkups, so let me use 
that as an example. 

This could be encouraged by FLEC, and I would assume there 
would be at least eight to ten Federal agencies, perhaps led by the 
Office of Financial Education, that would develop a very powerful, 
compelling web-based instrument that any American could use to 
check on how they manage their money, their use of credit, their 
saving, and their investments. 

After they develop this, they would then ask nongovernmental 
experts to critique and suggest improvements in that instrument. 
They would then test that instrument on groups in the population, 
including the disadvantaged, who may need the assistance of third 
parties in order to adequately use that instrument. Keep in mind 
that there is still a very high percentage of low- and moderate-in- 
come and minority Americans that do not have ready access to the 
World Wide Web. And then — and this is very important — they 
would set a specific goal of 3 million Americans, 10 million Ameri- 
cans, maybe eventually 20 million Americans, actually utilizing 
that instrument in the course of a year. 
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And then — and this is in some ways the hardest thing — they 
would take the lead to put together a very aggressive, comprehen- 
sive national campaign that included thousands of organizations in 
order to encourage and to assist Americans to take this checkup. 
And that would include not just the media. It would include finan- 
cial institutions we work with who I know would support this, I am 
certain. It would include a whole array of nonprofits, the housing 
community, and, of course, government agencies at the State and 
local level as well. 

And then, finally, in each year — this could be a multiyear cam- 
paign; it would probably have to be to be effective — the effective- 
ness would be measured. You could measure this, of course, by 
looking to see how many Americans actually used the website, 
accessed the website to check the state of their finances. But you 
could also go out and take random samples of the population or 
even people who utilized the checkup to ask them whether taking 
that checkup led to behavioral change. 

Chairman Akaka. Thank you for that. 

Dr. Duvall, I was interested to hear during your testimony that 
more often than not, teachers assigned to educate students on fi- 
nancial literacy actually specialize in other subject areas. In your 
experience, what is the key to encouraging teachers to integrate fi- 
nancial literacy lessons into their classrooms? 

Mr. Duvall. Well, we have seen some real progress in that area 
over the past several years, Senator, as the advocacy effort has had 
an effect to make people aware of the importance of the issue. You 
have been a real champion in that. 

As States through their own legislative actions have tried to ad- 
dress the problem within the States of financial illiteracy, more 
and more States are incorporating economics and personal finance 
into their State standards and making it a requirement that it be 
taught, and even in a growing number of States that a course be 
taken from graduation. 

As that kind of push is developed, teachers are called upon to re- 
spond to the challenge — and school districts — by having well-quali- 
fied people to teach those courses. So we are seeing a greater de- 
mand for educating the — teaching the teachers so that they can 
more effectively teach the students. 

In our nationwide network, there is a kind of standing joke that 
a lot of high school economics teachers have the same first name: 
“Coach.” They are people who have been drafted into doing a 
course in personal finance or in basic practical economics. We can 
help those teachers by giving them good curriculum and training 
them, which is terribly important, in how to talk about these basic 
concepts. Too many teachers have not had themselves economics or 
personal finance in their own background. And then we can infuse 
economics into other subject areas. 

One of the publications that teaching resources at the NCEE did 
this past year and was published this summer and has already be- 
come a best seller for us, if you will, is a book for high school teach- 
ers of American history. It is called “Focus on Economics in U.S. 
History.” We think you cannot talk about the Boston Tea Party 
without saying something about taxation or the roots of the Amer- 
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ican Civil War without saying something about the impact of the 
invention of the cotton gin on the Southern economy. 

That kind of infusion into other subject areas — math, history, ge- 
ography, civics and government — is a way to get the basic concepts 
into the heads and hands of our kids, but it takes teacher training 
to do it. 

Chairman Akaka. Thank you for that answer. 

Mr. Brobeck, in your opinion, why has the Commission not found 
any duplication of government financial literacy efforts? 

Mr. Brobeck. We are actually not that aware of much duplica- 
tion in the financial education initiatives of the different FLEC 
members. But we would add that duplication is not necessarily un- 
desirable because the needs of the people are so great here. 

What is really important to us, though, is greater interagency co- 
ordination to meet measurable goals related to behavioral change. 
And the specific initiatives that I mentioned in both my written 
and oral testimony I think provide an opportunity for such coordi- 
nation. 

Chairman Akaka. Dr. Duvall, as you noted in your testimony, 
one of the key components of an effective national financial literacy 
strategy is evaluation and assessment. I was pleased to hear about 
the Eastern Kentucky University study which indicated the effec- 
tiveness of the Financial Fitness for Life program. 

Can you tell me if there are any plans to conduct similar studies 
in the near future? What should be done to assure that critical as- 
sessments will continue? 

Mr. Duvall. Well, it certainly is a priority for the ongoing work 
of the National Council on Economic Education. I think in the 
years that I have had the opportunity to think and talk with you, 
Senator, about this important issue, we have seen some real 
change. We have moved from the need for making people aware of 
the issue, although that need continues, to seeing how the issue 
can be best addressed. We have looked at best practices. We have 
been talking more and more about solutions to the problem that we 
have helped people become more aware of. And now I think we are 
standing right on the edge of the third important part of this effort, 
and that is, testing, evaluation, and assessment, to see what does 
work and how it changes behavior. So that will be a priority for our 
work going forward, and I think it is and can be an important part 
of the work of many others. 

That is why I am so pleased that it is the fourth component of 
the EEE legislation and why I so earnestly hope that program will 
continue. It is teacher training, curriculum, and teaching resources, 
student activities, active student learning, and then measuring re- 
sults. 

Chairman Akaka. Thank you. 

Mr. Brobeck, I am concerned that consumers are not provided 
with enough information about the long-term consequences of mak- 
ing only the minimum credit card payment. What do you think 
must be done to ensure that consumers are adequately informed of 
the true cost of making only the minimum payment? 

Mr. Brobeck. Senator, we are very concerned, too. Too many 
Americans run up thousands of dollars, sometimes tens of thou- 
sands of dollars of credit card debt, in part because the low mini- 
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mums convince them that the debts are affordable. And they are 
not. And when they finally realize that they cannot even make a 
2- or 3-percent payment, it is just too late and they are candidates 
for bankruptcy. 

So credit card statements, in our view, should inform consumers 
about the consequences of paying at or just above the minimum, 
and the most useful type of information included is how long and 
how costly it is to pay off the debt just by making the minimum 
payments. 

Your proposed legislation, the Credit Card Minimum Payment 
Warning Act, provides this personalized disclosure, and so we 
strongly support it. 

Chairman Akaka. Thank you. 

Dr. Duvall, according to your testimony, one of the most impor- 
tant actions educators can take to improve economic education is 
to foster active learning for students. Can you give me some exam- 
ples of these active learning strategies? 

Mr. Duvall. Yes. In our own lineup of things that we offer, there 
is the Economics Challenge. The Federal Reserve System has a Fed 
Challenge. These are programs that engage students in a competi- 
tive activity that requires that they know something and be able 
to show what they know. At the lower grade levels, you can have 
games and activities, even at the — I have been challenged by peo- 
ple who see our mission statement that we are concerned with K- 
12 education: Can you really teach young people while they are in 
kindergarten something about some basic personal finance? Abso- 
lutely. They can borrow a little lunch money and then pay it back, 
and you begin to show them how that works. You can make a list 
of the things that you want and then put price tags by it and then 
divide that in half and say, “All right. What are you going to do 
now to make choices?” And if they say, “Well, we will pay for what 
we can, and then we will put the rest on a credit card,” as was just 
said, we have got some education work to do. 

But those kinds of things you take the dismal science — econom- 
ics — and make it come alive. And, again, I would say that the 
things that have been laid out in the EEE legislation — the teacher 
training and the student activities — are very important if you are 
going to make that happen. 

Chairman Akaka. Mr. Brobeck, I am deeply concerned that too 
many families are taken advantage of by unscrupulous lenders 
through payday loans. What must be done to better protect con- 
sumers and encourage the development of payday loan alter- 
natives? 

Mr. Brobeck. Yes, Senator, we share your concern. Consumers 
spend billions of dollars annually on these loans that have triple- 
digit interest rates. 

Now, ideally, we think that Congress should extend the con- 
sumer protections that they approved for members of the military 
a year ago to all Americans. But failing that, we believe Congress 
should prohibit certain abusive practices, such as payday lenders, 
for example, partnering with banks to evade laws regulating small 
loans. This protection and many other important protections is part 
of your Predatory Payday Loan Prohibition Act, and we also strong- 
ly support that legislation. 
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Chairman Akaka. Thank you for the support. Mr. Brobeck, I 
want to thank you and your staff for working so closely with me 
on consumer protection issues: Travis Plunkett, Jean Ann Fox, 
along with Chi Chi Wu at the National Consumer Law Center, and 
Barbara Roper. They are all extremely dedicated and talented indi- 
viduals. I want you to tell them how I feel. 

I will submit my last question pertaining to refund anticipation 
loans for the record. 

I want to again thank you so much for coming today and being 
a part of this hearing. I wanted to take the time to assess where 
we are. So many of you have participated in promoting financial 
literacy throughout our country. I am just at a point of trying to 
be sure we know what the situation is and where we should be 
going to improve financial literacy. You all have helped us do that, 
and I really appreciate your participation. 

I want to thank all the witnesses for appearing today. This is, 
again, an enormously important issue because financial literacy di- 
rectly impacts the quality of life for our working families. Increas- 
ing the knowledge and opportunities of consumers will help them 
be better able to save for a child’s education, manage debt, utilizer 
lower-cost financial services, purchase a home, and retire on their 
own terms. I will continue to work with all of you to improve Fed- 
eral financial literacy efforts. 

I want to tell you, again, I look forward to continuing these dis- 
cussions and initiatives as well. The hearing record will be open for 
one week for additional statements or questions other Members 
may have pertaining to the hearing. 

And so with all of this gratitude, this hearing is adjourned. 

[Whereupon, at 4:29 p.m., the Subcommittee was adjourned.] 
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Chairman Akaka, Senator Voinovich and members of the Committee, I appreciate the 
opportunity to testify on behalf of the Federal Deposit Insurance Corporation (FDIC) regarding 
the federal government’s role in empowering Americans to make informed financial decisions. 

My testimony will discuss a number of specific programs undertaken by the FDIC aimed 
at improving financial literacy and enabling individuals and families to build wealth. In 
particular, my testimony describes the FDIC’s Money Smart program and the results of a 
recently completed survey of the program’s effectiveness. This study substantiates the long term 
beneficial changes in behavior that result from financial literacy education. In addition, my 
testimony will discuss the importance of integrating financial education into school curriculums 
and FDIC activities in this area. Finally, my testimony will briefly touch on FDIC efforts to 
increase access to financial services and to provide alternatives to predatory lending for 
consumers. 

The Importance of Financial Literacy 

Today’s financial landscape is far more complicated than just a generation ago when 
many individuals’ financial transactions were limited to checking and savings accounts and 
perhaps a home mortgage with their local bank. Deregulation and technological and market 
innovations over the past forty years have vastly expanded the types and providers of financial 
services available to the average consumer. In the current financial marketplace, transactions are 
increasingly occurring outside of bank branches, electronic payments are usurping cash and 
checks, and new credit products are being created to reach all sectors of society. 
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A consequence of the growth in new financial products and services that have facilitated 
the “democratization” of credit is that financial knowledge has become an essential ingredient 
for intelligent consumer choice. While innovations in the financial services industry have 
dramatically improved many households’ access to credit, this improved access has not always 
resulted in improvements in household welfare. Lack of adequate financial knowledge can lead 
consumers to make poor financial decisions. 

Recent problems in the subprime mortgage market illustrate how increasingly complex 
products can lead to poor product choices for consumers who do not fully understand them. 
Beginning in 2003, complicated new financial products — particularly, the so-called “2/28” or 
“3/27” mortgages and other hybrid adjustable rate mortgages (ARMs) — exploded in popularity 
in the subprime market. These loans are characterized by a low initial starter rate that increases 
significantly after the first two or three years under complex formulas, creating a “payment 
shock” of 30 percent or higher and rendering the loan unaffordable for many borrowers. In some 
cases aggressive or misleading marketing of the lower starter rates, without full disclosure of the 
significantly higher costs, obscured key features and costs of the loans. Moreover, there often 
existed other options than a hybrid ARM — such as a fixed rate loan with the same lender — that 
would have avoided the payment shock altogether for only a marginally higher payment in the 
early years of the loan. 1 


1 Testimony of Chairman Shelia C. Bair on “Subprime And Predatory Lending: New Regulatory Guidance, Current Market Conditions, And 
Effects On Regulated Institutions” delivered to the Subcommittee On Financial Institutions And Consumer Credit Of The Committee On 
Financial Services U.S. House Of Representatives on March 27, 2007. 
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In a July 2004 study, 2 the Consumer Federation of America (CFA) concluded that the 
consumers most likely to purchase complex ARMs were among the least likely to understand 
these products. In a 2006 follow-on study, 3 the CFA found that consumers using interest-only 
and payment-option ARMs were more likely to be from a middle- to lower-income population 
segment, minorities, and have weaker than average (less than 700 FICO) credit scores. These 
findings, while inconclusive, raise questions about the marketing of these products and are 
consistent with other research that raise issues about the level of understanding of some 
consumers regarding sophisticated mortgage products. Better informed consumers could have 
recognized that the tradeoffs presented by these products — a lower payment during the first few 
years with a later reset to a high, if not unaffordable payment — did not make financial sense in 
their situations and that the long term costs of these products were much more expensive than 
more appropriate fixed rate products, in spite of the low starter rate. 

The rapid proliferation of hybrid ARMs versus other options suggests that many 
borrowers either did not understand or were not told about other, less volatile, products. While 
financial literacy is not a panacea and does not excuse irresponsible lending, a more informed 
consumer population might have recognized the problems with these products and demanded 
appropriate fixed rate products — limiting the issues we confront today in the subprime mortgage 
market. I have called for national standards to address many of the problems and abuses that are 
now coming to light in the subprime mortgage market. These standards could impose 
underwriting based on the borrower's ability to repay the true cost of the loan, especially among 

2 “Lower-Income and Minority Consumers Most Likely to Prefer and Underestimate Risks of Adjustable Rate Mortgages,” Consumer Federation 
of America, July 26, 2004. At the time of the study, 64 percent of respondents preferred fixed rate mortgages. Those that preferred fixed rate 
mortgages provided answers that indicated an understanding of the risks of ARMs. Many that preferred fixed rate mortgages expressed concern 
that interest rates and mortgage payments would increase over time. The 25 percent of sample respondents that preferred ARMs were poorer, 
younger, and less-well educated than those that preferred fixed rate mortgages. 

3 “New Analysis of Non-Traditional Mortgage Borrowers Shows Less Wealthy, Weaker Credit Than Industry Suggests,” Consumer Federation of 
America, May 24, 2006. 
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the non-bank lenders currently operating with little or no regulatory oversight. It should also 
address misleading or confusing marketing that prevents borrowers from properly evaluating 
loan products. However, even with new national standards, there is only so much regulators and 
the legal system can do. A comprehensive solution requires consumers who have sufficient 
financial educational tools to protect themselves against inappropriate or, in some cases, 
predatory products. 

Survey evidence suggests that inadequate financial knowledge is pervasive among many 
segments of society. The April 2007 National Foundation for Credit Counseling (NFCC) 4 
consumer financial literacy survey finds that many American consumers do not follow basic 
sound financial management practices. In particular, of those surveyed: 

• Only 39 percent track expenses; 

• Less than half have ordered their credit report; 

• 38 percent do not pay credit card bills in full each month; and, 

• One-third do not know where to go for financial advice. 

In addition, low- and moderate-income families who lack basic financial skills are exposed to 
magnified financial hardships when they are forced to manage financial shocks from unexpected 
healthcare emergencies, death, or household job loss. 


4 “A Teachable Moment* and a New Mission,” The National Foundation for Credit Counseling, April 23, 2007. 
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Money Smart 

Money Smart was developed by the FDIC in 2001 to help low- and moderate-income 
adults enhance their money management skills, understand basic mainstream financial services, 
avoid pitfalls and build financial confidence to use banking services effectively. This summer, 
the FDIC will be issuing an updated version of the Money Smart training program that will 
include a component to help consumers evaluate and compare different types of mortgage 
products, in particular those that can create problems for subprime borrowers such as hybrid 
AJRMs. More than 864,000 adults have attended at least one financial education class using the 
Money Smart curriculum. 

To augment the Money Smart program, the FDIC has worked to establish partnerships 
with community and banker coalitions to blend a strong financial curriculum with service 
programs and proven asset-building strategies. Also, the FDIC encourages financial institutions 
to develop partnerships with community-based organizations and other local entities, such as 
housing authorities, to offer Money Smart classes. 5 Research suggests that established 
community organizations that understand local community needs are in a strong position to 
deliver effective training even where there may be a cultural distrust of financial institutions. 6 


5 FDIC-regulated institutions received a tetter from the FDIC making them aware of Money Smart (FIL-58-2001, July 8, 2001), and federal credit 
unions were made aware by a letter sent by the National Credit Union Administration (Letter No.: 01 -FCU-06, September 2001). 

6 Jacob, K., Hudson, S-, and Bush, M. (2000). Tools for Survival: An Analysis of Financial Literacy Programs for Lower-Income Families, 
Woodstock Institute. Toussaint-Comeau, M., and Rhine, S. L. W., 2000. Delivery of Financial Literacy Programs, Federal Reserve Bank of 
Chicago Policy Studies. 
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Quantifying the Benefits of Money Smart 

Measurement is an important aspect of determining the success of financial literacy 
programs and their efficacy in improving consumers’ ability to make informed financial 
decisions. A number of studies have shown that financial education efforts can foster positive 
changes in behaviors and better equip people to make appropriate financial decisions. 

A 2001 study found that participants in a state-mandated financial education high school 
curriculum had measurably larger asset holdings in adulthood. 7 In another example, a study by 
the National Endowment for Financial Education (NEFE) 8 found that, three months after 
completing a financial education course, high school students positively changed their spending 
and savings patterns in response to the course. About 30 percent of students began to save, 37 
percent reported improved self-monitoring of their spending, and almost 50 percent indicated 
that they were better prepared to analyze credit costs. These findings were consistent with prior 
studies on the efficacy of high school financial curriculum. 9 


One 2002 study of the literature on the effectiveness of financial literacy training 
concluded that the type of training, the timing, and participants’ comfort with change and other 
behavioral factors are important determinants of whether individuals are able to adopt better 
financial behaviors. The study also concludes, however, that “while financial literacy training 
programs have clearly proliferated, research measuring the effectiveness of the training has not 


7 Bemheim, B. Douglas & Garrett, Daniel M. & Maki, Dean M., 200! . "Education and Saving: The Long-Term Effects of High School Financial 
High School Curriculum Mandates," July 1997, NBER Working Paper No. W6085. 

8 Danes, S. M. 2003-2004 Evaluation of the NEFE HSFPP, http://ww.kdcms.com/nefe/cornpanyl/content/273/2003- 
2004%20nefe%20hsfpp%20evaluation.pdf 

9 Danes, Sharon M., Catherine A. Huddleston-Casas and Laurie Boyce. 1999. Financial Planning Curriculum for Teens: Impact Evaluation. 
Financial Counseling and Planning, Volume 10 (1). 
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kept pace .” 10 It is especially true that most research like the data cited above does not folly 
measure the long-term impact on adult behaviors. 

To address this gap in the research, the FDIC has just completed a major multi-year study 
designed to measure the effectiveness of financial literacy training, specifically training using the 
Money Smart curriculum. The goal was to measure, over time, not only whether trainees’ 
knowledge of financial matters improved, and whether they intended to change their financial 
behaviors, but also whether, months after the training, they had actually acted on their intentions. 
The study was conducted to determine the effect of financial education on participant behavior 
regarding basic banking, saving, budgeting, and credit. 

This study, which was conducted in cooperation with NeighborWorks America, consisted 
of a three-part survey of participants in Money Smart courses across the country. The FDIC 
engaged The Gallup Organization to assist with the development of the survey questions and to 
administer the survey. The assessment used a pre-training survey to gather baseline data on 
students’ knowledge, behaviors and confidence, a post-training survey to gather data on changes 
in participants’ knowledge, behaviors, confidence and their future intentions, and a telephone 
follow-up survey six to twelve months after the conclusion of the training to identify changes in 
those factors. 

The findings suggest that Money Smart financial education training, covering the basics 
of checking, saving, budgeting, and credit, can positively change consumer behavior and 


t0 Bran listen!, Sandra and Carolyn Welch. 2002. Financial Literacy: An Overview of Practice, Research, and Policy. Federal Reserve Bulletin, 
November, page 449. 
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improve financial confidence. The six to twelve month follow-up survey determined that, after 
taking the Money Smart training, participants were more likely to open deposit accounts, save 
money in a mainstream deposit product, use and adhere to a budget, and have increased 
confidence in their financial abilities. Among the key findings, the survey determined that 
immediately after completing the course: 


• 69 percent of respondents reported an increase in their level of savings, 

• 53 percent reported their debt decreased, and 

• 58 percent stated they were more likely to comparison shop. 


The follow-up survey also revealed: 


• 1 3 percent of participants who already had a checking account after the training opened a 
different type of account at the same institution and 22 percent opened a checking 
account at a different financial institution by the time of the follow-up survey, thereby 
evidencing the participants’ ability to comparison shop, 

• 43 percent of those without a checking account opened a checking account after 
completing the course, 

• 37 percent of those without a savings account opened a savings account after completing 
the course, 

• 28 percent of those with checking accounts and 22 percent of those with savings accounts 
began using direct deposit for the first time at the end of the course, 

• 61 percent of those not using a spending plan/budget at the end of the course used one by 
the time of the follow-up survey, 

• 95 percent of those who used a spending plan/budget at the end of the course still used it 
at the time of the follow-up survey, and 

• There was a 12 percentage point increase in those who “always” pay bills on time 
between the beginning of the course and the time of the follow-up survey. 
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The findings of the survey demonstrate that financial education programs can have a 
positive impact and, hopefully, will act as an incentive for more banks to offer financial 
education programs as a means to open accounts and build long term customer relationships. 
While the FDIC is proud of the improvements in financial literacy indicated by the Money Smart 
survey, there is still much work to be done in this area. 

Expanding Financial Education in Schools 

Building on the verified success of the Money Smart program, the FDIC has embarked on 
a pilot project to further integrate the Money Smart curriculum into public schools. Responsible 
and prudent financial practices should start early to teach good habits to young consumers. 
Therefore, to increase the availability of financial education for students, the FDIC will contact 
120 school systems and related government entities during 2007 to recommend the use of the 
Money Smart curriculum, which has been unanimously endorsed by the Board of Directors of the 
National School Boards Association (NSBA), for use in public schools. At the same time, we 
are distributing — through schools, churches, and other venues — copies of a special edition of 
the FDIC’s consumer newsletter for teenagers, and another newsletter for young adults becoming 
financially independent. 

A number of states have already integrated Money Smart into their educational programs. 
Allegany County, Maryland high schools use Money Smart in business education and family and 
consumer science classes. In Virginia, many schools are utilizing Money Smart in middle and 
high schools to comply with state legislation mandating economic and personal financial 
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education instruction performance standards. Some jurisdictions, such as Blairsville, Georgia 
and Long Island, New York, require completion of a financial education program as a condition 
for graduation and Money Smart has been approved for this purpose. In Hawaii, the Department 
of Education’s Adult Education Program incorporated two Money Smart modules into their 
computer-based High School Diploma Program. 

School based financial education can also include guest lecturers. For example, the 
Hawaii Division of Financial Institutions has a pilot program to train their bank examiners to 
teach Money Smart modules to elementary and middle school students at public schools in 
Honolulu. A New York bank used Money Smart to develop a financial education curriculum for 
elementary and middle schools. In Kansas, the FDIC has coordinated Money Smart classes for 
an Upward Bound summer program for at-risk high school students for the past three years. 

In addition, many states such as Massachusetts have developed school banking programs 
that provide practical financial lessons for students. Building on these programs, the FDIC is 
developing school based initiatives as part of its Alliance for Economic Inclusion (AEI), a new 
national initiative to establish broad-based coalitions of financial institutions, community-based 
organizations and other partners in nine markets 11 across the country to bring more unbanked and 
underserved populations into the financial mainstream. In these initiatives, the FDIC provides 
technical assistance to financial institutions and others interested in establishing student-run bank 
“branches” in high schools. This model has a number of potential positive outcomes including 
integrating financial education into core classes and/or career pathways; job-training and resume 

11 Chicago, Illinois; Baltimore, Maryland; Austin/South Texas; Louisiana and Mississippi Gulf Coast areas; semi-rural areas of Alabama; Greater 
Boston, Massachusetts; Wilmington, Delaware; Los Angeles, California; and Kansas City, Missouri. 
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building for students; and expanded access to mainstream financial services for students, faculty 
and their families. 

For example, FDIC staff facilitated the opening of a student-run bank “branch” in a 
metro-Chicago area high school that, since its inception, has opened 270 accounts and has 
deposits of over $200,000. In addition, a bank is working to establish a student-run bank 
“branch” in a central California high school. In Los Angeles, AEI members hope to partner with 
the Los Angeles Unified School District to promote a “Junior Banker Savings Account” in 
elementary schools for students between the ages of 8 and 13. The account can be opened with 
just $1, students will not have to pay fees, and every deposit earns a stamp that can be used 
toward a reward — a gift certificate from merchants such as McDonalds or Barnes and Noble. 

Other Financial Education Activities 

The FDIC partnered with NeighborWorks America to produce and deliver a financial 
education and housing recovery curriculum for those affected by the 2005 Gulf Coast 
Hurricanes. This curriculum. Navigating the Road to Housing Recovery, provides practical 
information for families faced with financial decisions related to building, rehabilitating, selling 
or buying a home after the hurricanes. 

Additionally, over the past four years, FDIC has conducted numerous financial education 
outreach and training events on military bases around the country to teach the fundamentals of 
money management, ways to avoid the pitfalls of high cost loans and strategies for steering clear 
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of predatory lending. Beginning last year, the FDIC expanded these efforts by providing 
financial education to military families through collaboration with the Department of Defense, 
the Corporation for Public Broadcasting, New River Media, and local PBS stations. 

Activities Beyond Financial Literacy 

Offering a financial education program does not compensate for lenders offering high 
cost products that do not benefit consumers, particularly low- and moderate-income consumers. 
It does little good to encourage consumers to comparison shop if alternatives to high cost 
products are not available to them. The FDIC is actively involved with integrating financial 
education into broader initiatives that are designed to promote asset-building and access to 
mainstream financial services. Along with financial institutions and other partners, the FDIC is 
working to bring currently unbanked and underserved populations into the financial mainstream 
through innovative low cost products and services, and expanded financial education efforts. 
These include savings accounts, affordable remittance products, small dollar loan programs, 
targeted financial education programs, alternative delivery channels, and other asset-building 
programs. 

Affordable Small Dollar Loans 

High cost loan products can push consumers deeper into debt. Unfortunately, many 
people who use high cost products, such as payday loans, already have checking accounts but do 
not turn to their banks for potentially lower cost forms of credit. Banks, in particular, can do 
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more to expand financial services to underserved consumers by providing affordable small dollar 
loans with a savings feature and other services such as financial education. 

The FDIC is encouraging institutions to use the Affordable Small Dollar Loan guidelines 
proposed last year by the FDIC, to develop low cost, small dollar loans coupled with savings 
vehicles. Many lower income families have few alternatives when faced with a financial 
shortfall. Through this type of lending, banks can help families manage their short term credit 
needs and build a savings cushion for emergencies. 

The FDIC also has started to explore incentives for banks that offer wealth-building 
products targeted to the underserved. FDIC-supervised banks that offer low cost alternatives to 
payday loans in a manner consistent with our guidelines, including a savings component, will 
receive favorable consideration under the Community Reinvestment Act as an activity 
responsive to the credit needs of the community. 

Subprime Adjustable Mortgages 

As was discussed earlier in this testimony, many low- and moderate-income homeowners 
are struggling to make payments on high priced ARMs with rising payments. Repeat 
refinancings have taken equity from their homes and adjustable rate features have challenged 
their ability to continue making payments. In previous years, many of these borrowers could 
have refinanced their mortgages or sold their homes at a profit to repay their debt in full. Now, 
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as home prices have stagnated or even declined in many areas of the country, more borrowers 
find themselves trapped in mortgages they cannot afford to pay. 

Subprime borrowers are particularly at risk because they already have very little financial 
cushion. Subprime borrowers spend nearly 37 percent of their after-tax income on mortgage 
payments and other costs of housing — roughly 20 percentage points more than prime borrowers 
spend. Of ARMs originated in 2006, a full 24 percent have negative home equity — in other 
words, they owe more than their homes are worth. Financial stress on subprime borrowers with 
adjustable rate mortgages will increase further as rates reset. 

The evolving problems in the subprime mortgage market are a major concern of the 
FDIC. In March, the FDIC and the other federal banking agencies issued for comment 
supervisory guidance to address the underwriting and marketing of subprime adjustable rate 
mortgages. 12 While the recent supervisory guidance is directed at preventing future abuses, there 
remains the urgent issue of how to address the current circumstances of many borrowers who 
have mortgages they cannot afford and have little prospect of refinancing given today’s real 
estate and loan market conditions. As industry dialogue continues regarding what other steps are 
needed, we intend to work closely with the NeighborWorks America Center for Foreclosure 
Solutions and others on expanding targeted financial education and housing counseling efforts to 
help consumers. 


15 The guidance focuses on two fundamental consumer protection principles. First, a loan should be approved based on a borrower’s ability to 
repay according to its terms (not just at the initial rate, for example). Second, borrowers should be provided the information necessary to 
understand a transaction at a time that will help them decide if the loan is appropriate for their needs. The FDIC and the federal and state banking 
agencies feel strongly that clear, common sense standards regarding the underwriting and marketing of subprime adjustable mortgages are 
necessary to protect consumers and reinforce market discipline, while preserving a flow of capital to fund responsible lending. 
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The Center is already convening and supporting a coordinated foreclosure prevention and 
intervention strategy in communities nationwide. One such effort the FDIC has supported is in 
Chicago. Through a partnership with the city of Chicago and financial institutions. 

Neighborhood Housing Services of Chicago has prevented more than 700 foreclosures in the 
past 18 months. Other “hotspots” for foreclosure intervention include Ohio, where foreclosures 
have more than doubled in the last five years, and metropolitan Atlanta, where the number of 
failed mortgages has more than doubled between 2000 and 2005. Efforts for these cities will 
include deploying triage strategies to help as many homeowners as possible avert foreclosure. 

Conclusion 

The FDIC considers financial education to be an essential component of our activities on 
vital issues facing consumers, markets and communities today. Not only is financial literacy 
essential to evaluate the multitude of choices available to consumers, but this knowledge serves 
to protect informed consumers from bad products and scams. A consumer who knows the right 
questions to ask, understands economic fundamentals and has the confidence to challenge 
products and practices that seem “too good to be true” is a regulator’s best weapon in consumer 
protection. 

The recent survey results demonstrate that programs like Money Smart can be effective in 
changing and improving the financial lives of consumers. While the FDIC is pleased with the 
survey results, we are not satisfied. Many populations still need improved education and 
services to enter the financial mainstream. As a member of the Financial Literacy and Education 
Commission, the FDIC will join with our governmental colleagues to continue working to 
achieve this goal. 

This concludes my testimony. I would be happy to answer any questions from the 
Subcommittee. 
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Testimony of Mr. Morgan Brown, Assistant Deputy Secretary for 
Innovation and Improvement, Department of Education 
Before the Subcommittee on Oversight of Government Management, the Federal 
Workforce, and the District of Columbia 
Senate Committee on Homeland Security and Governmental Affairs 
Hearing on The Federal Government’s Role in Empowering Americans to Make 
Informed Financial Decisions 

April 30, 2007 

Good Afternoon, Chairman Akaka, Ranking Member Voinovich and distinguished 
members of the subcommittee. Thank you for the opportunity to appear before you today 
to discuss the important topic of financial literacy and what the U. S. Department of 
Education is doing to address this issue. 

In recent years, financial literacy has gained attention as it has become more apparent that 
improving financial education in our nation’s schools is important to ensure that young 
people are equipped with the necessary skills to make sound financial decisions. 

Today, I first would like to discuss the initiatives being conducted under the Excellence 
in Economic Education program and how it is building capacity in the schools and 
improving financial literacy in our country. Then, I would like to discuss our efforts to 
increase financial literacy through our partnership with the Financial Literacy and 
Education Commission. 

Excellence in Economic Education Program 

The EEE program is administered by the Office of Innovation and Improvement, which I 
head. The EEE program promotes efforts to increase the economic and financial literacy 
of elementary and secondary students. The objectives of the program are to: (1) increase 
students' knowledge of and achievement in economics; (2) strengthen teachers' 
understanding of and competence in economics; (3) encourage economic education 
research and development, disseminate effective instructional materials, and promote the 
replication of best practices and exemplary programs that foster economic literacy; (4) 
assist States in measuring the impact of education in economics; and (5) leverage and 
expand increased private and public support for economic education partnerships at the 
national, State, and local levels. 

Under the statute, the Department is authorized to award one competitive grant to a 
national nonprofit educational organization whose primary mission is to improve the 
quality of student understanding of personal finance and economics. The grantee must 
subgrant 75 percent of its grant funds to State or local educational agencies and State or 
local economic, personal finance, or entrepreneurial education organizations. The 
subgrantees must work in partnership with other organizations that promote, among other 
things, personal finance education and economic development. The grantee must use its 
remaining grant funds to: (1) strengthen and expand its relationships with State and local 
personal finance, entrepreneurial, and economic education organizations; (2) support K- 
12 teacher training programs; (3) support research on effective teaching practices and the 
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development of assessment instruments to document student understanding of personal 
finance and economics; and (4) develop and disseminate appropriate materials to foster 
economic literacy. 

Over the three-year life of the program, the Department has awarded almost $4.5 million 
in grant funding. In fiscal year (FY) 2004, vve awarded a $1 .48 million grant to the 
National Council on Economic Education (NCEE), and in FY 2005, through a second 
competition, we provided approximately $1.47 million in first-year support under a five- 
year grant to the same organization. Subsequently, in FY 2006, we provided the NCEE a 
second-year continuation award for approximately $1.47 million. Over the past three 
years, NCEE has implemented a variety of initiatives designed to improve financial 
literacy in our schools. NCEE’s mission is to promote economic and financial literacy 
for all students in grades K-12 through its network of State councils and university-based 
centers, by training thousands of teachers who will reach millions of students. NCEE’s 
project activities are intended to help students to develop the skills they need to become 
knowledgeable consumers, savers, investors, and effective participants in a global 
economy. 

To date, NCEE’s activities under the EEE program include: 

Direct Activities 


(a) Strengthening and expanding relationships with State and local personal finance, 
entrepreneurial, and economic education organizations. 

> NCEE annually awards a capacity-building grant to a State Council or Center 
for Economic Education to provide technical and professional assistance to 
school districts and educators in enhancing the quality of economic education 
instruction in local schools. 

> In March 2005, NCEE convened a National Summit on Economic and Financial 
Literacy. Attended by business executives, economists, policymakers, 
educators, and education advocates, the National Summit addressed the key 
issues and challenges in providing universal economic education to students in 
the 2 I s * Century. 

> NCEE published the Survey of the States : Economic and Personal Finance 
Education in Our Nation 's Schools in 2005. This “report card” provides a 
State-by-State analysis on educational standards for K-12 economic and 
personal finance education. The grantee distributed the survey to local 
providers of economic and financial education, business leaders, and school 
districts throughout the country. 
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(b) Supporting and promoting training of K-12 teachers in economics, including the 
dissemination of information on effective practices and research findings regarding 
the teaching of economics. 

> NCEE annually convenes its Global Association of Teachers of Economics 
(GATE) conference, at which the Council offers teacher training and resources 
to teachers and economic educators nationwide. NCEE provided Hill 
scholarships to 10 high school teachers of economics to attend this year’s 
conference. 

> NCEE publishes a quarterly newsletter and has developed a website to benefit 
the GATE, the first professional association for teachers of economics. GATE 
is intended to help teachers become more proactive in their professional 
development and improve the quality of economic education instruction for 
their students through access to teaching resources, networking and training 
opportunities, and best practices. 

(c) Supporting research on effective teaching practices and the development of 
assessment instruments to document student understanding of personal finance and 
economics. 

> NCEE conducted a national study on pre-college economic education regarding 
its delivery within the U.S. educational system and its impact on students in 
grades K-12. 

(d) Developing and disseminating appropriate materials to foster economic literacy. 

> NCEE developed the Virtual Economics 3.0 CD-ROM, a teaching resource on 
economics for K-12 teachers, that includes over 800 cross-disciplinary lessons 
covering economic and financial concepts. NCEE distributed the CD-ROM to 
over 14,000 school districts. 

Subgrant Activities 

Through the EEE Program, NCEE has awarded nearly $3.35 million and made 310 
subgrants to State and local educational agencies as well as State and local organizations 
that provide economic, personal finance, or entrepreneurial education programs. To 
ensure greater cost-effectiveness and corporate community involvement, sub-grantees are 
required by the EEE program statute to match their Federal funding dollar for dollar. 
These subgrantees are implementing activities in the following areas: 

> Collaborativeiy establishing and conducting teacher training programs for 
teachers of grades K-12, including those who teach disciplines other than 
economics and financial literacy, on the teaching of economics, personal 
finance, and entrepreneurship. 

> Providing resources to school districts that desire to incorporate economics and 
personal finance into the curricula of their schools. 
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> Conducting evaluations of the impact of economic and financial literacy 
education on students. 

> Conducting economic and financial literacy education research. 

> Creating and conducting school-based student activities to promote consumer, 
economics, and personal finance education and to encourage awareness and 
student academic achievement in economics. 

> Encouraging replication of best practices in promoting economic and financial 
literacy. 

My Office is measuring the performance of the grantee by determining the percentage of 
students and teachers trained under the project that demonstrate an improved 
understanding of personal finance and economics as compared to similar students whose 
teachers have not had the training provided by this project. We expect to have baseline 
information by the end of the current fiscal year and comparison data a year later. 

With regard to the future of the EEP, the President’s Budget requests no funding 
consistent with the Administration’s policy of eliminating small categorical programs that 
have limited national impact and reallocating these funds to high priorities. Districts that 
wish to implement economic education activities can use funds provided under other 
Federal programs to do so. For example, the Improving Teacher Quality State Grants 
program supports efforts to ensure that all teachers of core academic subjects, including 
economics, are highly qualified, so funding under that program may be used for 
professional development activities in economics. 

The Administration also believes that the National Council on Economics Education can 
continue, and even expand, its activities without support from this Federal program. The 
Council is located in New York City, in the heart of the financial services industry, which 
has a clear and appropriate interest in the development of a financially and economically 
literate citizenry. In the past, the Council has received grants and contributions from such 
private firms and foundations as AT & T, Merrill Lynch, the Vanguard Group* Wells 
Fargo, Moody’s and the American Express Bank of America, Kaufman, and Verizon 
Foundations. Yet, these types of entities represent something of an untapped resource. 

In 2005, private grants and contributions represented only a small portion of the 
Council’s revenues. With greater outreach to-the private sector, the Council should be 
able to more than make up for the loss of Federal funding for this program. 

In addition to administering the Excellence in Economic Education program, the 
Department of Education continues to work in partnership with the Financial Literacy 
and Education Commission in its efforts to improve financial literacy in our country. As 
prescribed in the Commission’s publication, “ Taking Ownership of the Future: The 
National Strategy for Financial Literacy, Call to Action 10-1 ", the Departments of 
Education and Treasury co-hosted a two-day Kindergarten through Postsecondary 
Financial Education Summit. Attendees included a diverse group representing 
educational agencies and foundations, banking and investment institutions, non-profit 
organizations and private corporations. The focus of the summit was to engage public 
and private financial education practitioners in a dialogue to discuss innovative strategies 
to promote the integration of financial education into the core curriculum. 

In closing, let me once again thank the Committee for inviting me to speak today. We 
will continue to monitor the effectiveness of our grant to the National Council for 
Economics Education and to work with the Department of the Treasury on future 
financial literacy initiatives. 
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Washington, DC- Good afternoon Chairman Akaka, Ranking Member Voinovich and distinguished members 
of the Subcommittee. Thank you for this opportunity to appear before you today to talk about the important 
issue of financial literacy in America. As Financial Literacy Month comes to a close, I would like to recognize 
the strong bi-partisan emphasis on this important topic. Thank you for sponsoring the Senate resolution 
supporting April as Financial Literacy Month. I would like to commend the House for their recognition of 
1 Financial Literacy Month as well. Additionally, President Bush issued a statement observing April as Financial 
Literacy Month. 

Secretary Paulson, along with the rest of the Administration, believes in the importance of increasing financial 
literacy levels across our nation. In fact, just last week President Bush recommitted his Administration to the 
cause of financial literacy and charged Secretary Paulson with building on the Financial Literacy and Education 
Commission’s efforts to bring financial education to all Americans. Mr. Chairman, I commend you for your 
continued leadership on the issue of financial education and for focusing a national spotlight on this critical 
topic. 

I would like to briefly discuss the financial literacy issue we are faced with, then discuss the responses to that 
issue to date and conclude with a discussion of next steps. 

The Issue 

Today Americans are faced with a robust marketplace of financial products and services which give them many 
more options than ever before in structuring their finances. However this has not always been the case. For 
example, there used to be only a few ways to finance a home, now there are numerous mortgage options. Credit 
cards used to be hard to come by, now consumer credit is widely available. At one time your employer 
managed your retirement, now with the steady migration from defined benefit plans to defined contribution 
plans, the individual has much more to think about. 

Times have changed on us. This generation doesn’t know any less about money than our parents or 
grandparents. It is simply that we need to know more now than they did then. It is as if every American has 
awoken to find himself or herself promoted to the position of CFO of his or her own household. Are we ready 
for the job? And if not, how do we address the new reality that our economic choices have simply outpaced our 
financial knowledge? 
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The answer, of course, is financial education. Only when we learn more about our money will we be able to 
move forward confidently in the modem financial marketplace. As a nation we need to leam more about saving 
and investing, using credit wisely, avoiding fraud and a number of other financial topics. 

The Response 

Three players are responding to the financial literacy issue: non-profits, businesses and the government. 
Non-profits 

Non-profit organizations of many varieties are involved in financial education. Some are large national 
organizations, while others are community-based groups that operate on the grass roots level. They address a 
variety of financial education issues for adults like banking the unbanked, providing credit counseling or free 
tax preparation, or helping people build assets to prepare for financial emergencies or to achieve financial goals. 
Other non-profits, including schools, center their efforts on young people. Some of these groups focus on school 
based programs that train students and teachers on money matters while other groups focus on reaching youth 
outside of the classroom. 

Businesses 

Many companies have also wisely recognized financial education as a cause worthy of their attention. Some 
companies develop curricula or donate funds for use in support of youth and adult financial education programs. 
Other companies encourage their associates to volunteer their time on financial literacy programs of non-profit 
organizations. Still other private sector firms devote resources to financially educate their own employees on 
money matters. 

Federal Government 

While the efforts of state and local governments to spread financial education have been commendable, this 
testimony will focus on the efforts at the federal level. 

The Department of the Treasury supports the expansion of financial education both through its own work and 
through its leadership of a multi-agency commission. I will describe both roles. 

Department of the Treasury 

Several bureaus and offices within the Treasury Department work in the field of financial education. These 
include the Bureau of Public Debt (BPD), Internal Revenue Service (IRS), Mint, Office of the Comptroller of 
the Currency (OCC), Office of Thrift Supervision (OTS), and the Office of the Treasurer. While all of these 
offices perform important tasks in financial education, Treasury’s main effort in the field is conducted by its 
Office of Financial Education. 

In 2002 Treasury established the Office of Financial Education. Since that time, the office has developed 
rapidly and now stands as a policy leader in the field of financial education in the U.S. and around the world. 

The office has five key functions. 

1) Outreach 

First, the office promotes and delivers financial education across the country through its ambitious outreach 
efforts. The Office has traveled to 42 states and held 304 financial education sessions reaching over 24,000 
people and generating 470 media stories. Many of the people reached are educators, counselors, journalists, 
community leaders, or service providers who themselves engage in financial literacy outreach to many more 
Americans. This creates a multiplier effect which only increases the office’s total impact. 

The office has performed its work wherever needed, ranging from classrooms to corporate boardrooms to 
military bases, and even to the Gulf Coast region to counsel Katrina victims. The office has reached out to 
students of all ages, teachers, lenders, credit counselors, accountants, attorneys, community activists, the 
media and the public at large. The message to each group varied according to its specific needs but the 
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theme has been the same, that financial knowledge is an empowering force that helps people improve their 
lives and realize their dreams. 

2) Setting Standards for Quality Programs 

The office’s second function is to set standards for quality financial education. It does this through the 
development and dissemination of the “Eight Elements for Successful Financial Education” programs. 
Financial educators across the country have been using these qualitative standards to evaluate and enhance 
financial education programs. 

3) Technical Assistance 

Third, the office operates a Technical Assistance Center in English and Spanish for those seeking advice on 
establishing or improving financial education programs in their communities. 

4) Brokering Partnerships 

Fourth, the office uses its unique position within the financial education community to broker partnerships 
between the supply side and demand side of financial education. Some organizations have financial 
education resources to offer, while other organizations are in need of such resources. The office works with 
groups nationwide to help the right people get connected with the right resources to advance financial 
education. 

5) Federal Government Coordination 

The fifth and final role of the office is to coordinate financial education efforts across the federal 
government. Treasury’s office of Financial Education performs this task by coordinating the activities of 
the Financial Literacy and Education Commission. The details of this function are described below 

The Financial Literacy and Education Commission 

The Fair and Accurate Credit Transactions (FACT) Act of 2003 established a twenty agency group called the 
Financial Literacy and Education Commission. The FACT Act named the Secretary of the Treasury as chair of 
the Commission and gave the Commission and Treasury four mandates: a Web site, a hotline, a multimedia 
campaign and a national strategy. 

I will describe progress on each of these projects. 

1) WebSite 

In October 2004, the Commission launched MyMoney.gov, a Web site designed to be a one-stop shop for 
federal financial education information which is available in English and Spanish. Operated by the General 
Services Administration (GSA), the Web site is organized intuitively, the way Americans live their lives 
instead of the way their government is structured — organized by topic rather than agency. Topics include 
Paying for Education, Saving and Investing, Home Ownership and Privacy, and Frauds and Scams. 
MyMoney.gov also provides links to financial education grants offered by different Commission agencies. 
The site has 399 links and has had 1,717,247 visitors, 1,053,004 in 2006 alone. On the site, visitors can also 
access an interactive, instructional quiz on financial literacy, view a public service announcement promoting 
MyMoney.gov and get information on the activities of the Commission. 

2) Toll Free Hotline 

In October 2004, the Commission also launched a toll free hotline called 1-888-MyMoney. Operated by the 
GSA, the hotline is available in English and Spanish and permits callers to order a free MyMoney toolkit. 
The English language toolkit contains eight federal publications covering topics from savings to investing to 
understanding the Social Security system. The Spanish language toolkit has six publications. To date, the 
MyMoney Hotline has received 18,781 calls, 15,508 calls in 2006 alone. 

3) Multimedia Campaign 
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The Treasury is working with the Ad Council on the production of a campaign that will address the topic of 
credit literacy, emphasizing the impact of one’s credit score. The project has progressed through the 
research and focus group stages and is now in the creative stage where advertising professionals are working 
to develop creative concepts to communicate the campaign message. The campaign is scheduled to launch 
in the fall of 2007. 

4) National Strategy 

The FACT Act also required the Commission to develop a national strategy for financial literacy. In April 
of 2006, the Commission released Taking Ownership of the Future - the National Strategy for Financial 
Literacy. The Strategy is a comprehensive blueprint for improving financial literacy in America, covering 
13 areas of financial education in 13 chapters. At the end of each chapter are specific, numbered calls to 
action. Most of the actions are assigned to the federal government, but some of the activities are 
recommendations to the private sector or to individuals. 

Since the launch of the Strategy just over a year ago, the Commission has been busy executing these “calls 
to action.” These calls to action are milestones for the Commission which allows us to measure its 
performance and could not have been accomplished without the cooperation of all 20 member agencies. 
Below is a summary of progress on the Strategy’s calls to action. 

Chapter 1 : General Saving 

1>1 In April of 2007, Treasury and the American Savings Education Council launched a public service 
announcement on the importance of saving. The PSA promotes the website, MyMoney.gov and toll- 
free hotline, 1-888-MyMoney. 

Chapter 2: Homeownership 

2- 1 In July of 2006, the Department of Housing and Urban Development (HUD) and Treasury co-hosted 

a roundtable which highlighted successful partnerships that have advanced homeownership. During 
the meeting, the complexity of identifying partners to advance homeownership was discussed at 
length. Participants cited best practices which have helped with foreclosure prevention, non- 
traditional mortgage products, and the identification of a variety of hidden costs. 

Chapter 3: Retirement Saving 

3- 2 In April of 2006, the Small Business Administration (SB A) linked its online retirement training tools 

for small businesses to MyMoney.gov. In addition, the Department of Labor (DOL) and IRS 
developed and released a new publication, Payroll Deduction IRAs, to complement a series on 
retirement plan options for small employers. DOL conducted six fiduciary education seminars in 
coordination with IRS, the American Institute of Certified Public Accountants and the Society of 
Human Resources Management. 

Chapter 4: Credit 

4- 1 In 2005, Treasury entered into an agreement with the Ad Council to develop and execute a 

multimedia public service announcement campaign on credit literacy for young adults. The 
campaign is scheduled to launch in the fall of 2007. It will also be available in Spanish. 

Chapter 5: Consumer Protection 

5- 2 In April of 2006, Treasury released the DVD “Identity Theft: Outsmarting the Crooks,” and made it 

available to the public through MyMoney.gov and 1-888-My Money. To date, 60,750 copies have 
been distributed. 

Chapter 6: Taxpayer Rights 

6- 2 In the first full year of the “Go Direct” campaign, which ended in June of 2006, Treasury and the 

Federal Reserve Banks converted 600,000 paper check recipients to direct deposit enrollees. An 
additional 160,000 people were enrolled as of December of 2006. The success of the program would 
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not be possible without the cooperation and support of financial institutions across the country. The 
program will continue through 2007. 

6-3 As a result of the Department of Health and Human Services’ (HHS) public awareness campaign on 
the new Medicare drug benefit that encourages seniors and people with disabilities to take a look at 
their prescription drug coverage options, over 90 percent of those with Medicare have some form of 
drug coverage. Of those, almost 24 million have prescription drug coverage through the new 
Medicare Part D benefit. HHS worked with 40,000 partners and conducted more than 12,000 events 
to educate taxpayers and beneficiaries on enrolling in the Part D program. As of late January 2007, 
more than 1 .4 million beneficiaries have enrolled in Medicare’s Part D program since June of 2006, 
bringing the total number of people with Medicare receiving comprehensive prescription drug 
coverage to more than 39 million. 

Chapter 8: The Unbanked 

8- 1 To date, three regional conferences have been held on how to reach the unbanked. The conferences 

were held in Chicago, IL in May 2006; Edinburg, TX in December 2006; and Seattle, WA in March 
2007. The conferences have touched on topics such as building partnerships and identifying 
solutions, serving immigrant communities, reaching young customers, and providing financial 
education to help new and potential bank customers. The conferences were accomplished by the 
Federal Deposit Insurance Corporation (FDIC), National Credit Union Administration (NCUA), 
OCC, OTS, Treasury, the Federal Reserve Banks of Chicago, Dallas, and San Francisco, along with 
assistance from HUD, partnering to bring a wide range of attendees together on the topic of the 
unbanked population. After the final regional conference is completed in the fall of 2007, a white 
paper will be released which will summarize the conferences findings and make recommendations 
based on them. 

Chapter 9: Multilingual / Multicultural Populations 

9- 1 In March of 2007, the first roundtable took place at Treasury and was focused on the Native 

populations. The roundtable touched on the needs and wants of Native populations and how 
financial education can help. Other topics included public and private partnerships, access to 
financial institutions and services, and public awareness events on reservations. 

Chapter 10: Kindergarten - Postsecondary Financial Education 

10- 1 In February of 2007, the Department of Education (ED) and Treasury co-hosted a two-day summit 

on kindergarten through postsecondary financial education. The summit brought together teachers, 
students, program providers and researchers from across the country to discuss the role of financial 
education at school, non-school venues and college level programs to assist others who are starting 
or enhancing programs. The summit findings will be made available to the public in the summer of 
2007. 

Chapter 12: Coordination 

12-1 The Commission continues to enhance MyMoney.gov. In 2006, the “Money 20” interactive quiz was 
added to the Web site, where visitors can test their knowledge with a 20-question online quiz which 
covers a variety of personal finance issues. Currently, all Commission members have links to 
MyMoney.gov from their agencies’ Web sites. 

12-2 In August of 2006, GSA and Treasury completed the first survey of Federal financial education 
programs and resources. Findings have shown very little overlap or duplication among Federal 
financial education efforts. The overlap noted was found to be minor and necessary to the 
completeness of a particular resource or topic. 
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12-5 In April of 2007, Treasury and Office of Personnel Management (OPM) hosted the inaugural 

meeting of the “National Financial Education Network” of federal, state and local governments. The 
network will meet regularly by phone to discuss topics related to financial education. 


Efficiency 

Since part of the focus of this Subcommittee is government management, I wanted to comment briefly on the 
manner in which this Commission has been managed. During its work, the Commission has sought to carry out 
the purpose of the FACT Act by coordinating the federal effort and helping the 20 agencies to work together 
more efficiently on the issue of financial education. Many of the mandates of the FACT Act can be met 
through such cooperation. The consequence of this is that, in many cases, the Commission has been able to add 
value without needing to add resources. As good stewards of federal funds, the Commission is obligated to 
seek the least costly way to meet its obligations under the law. With a number of accomplishments and few 
expenditures, the Commission has been successful thus far in achieving good value for Congress, the 
Administration and the American taxpayer. 

Government Accountability Office Review of the Commission 

In December of 2006, the Government Accountability Office (GAO) issued a report on the Commission. We 
on the Commission welcomed the insights of GAO on how we could better accomplish our important mission 
on behalf of the American people. The Commission chose to consider the GAO recommendations as part of the 
Commission’s annual review of the Strategy which is required by the FACT Act. During that review the 
Commission incorporated many of the GAO recommendations into its 2007 revisions to the Strategy. For 
instance, GAO recommended that definitions to “financial education” and “financial literacy” be added to the 
Strategy', in response the Commission defined and incorporated both terms. Also consistent with GAO’s 
recommendations, the Commission plans to conduct usability testing of and measure customer satisfaction with 
MyMoney.gov by 2009. 

Additionally, GAO suggested an independent review of the federal financial education programs and resources. 
Although the FACT Act does not require an independent review of such programs and resources, the 
Commission decided to pursue such a review, with the first series of assessments to be completed in 2009. 
Lastly, GAO recommended that the Commission work closely with private entities and state and local 
governments to improve financial literacy. In response, on April 17, 2007 Treasury and OPM co-hosted the 
Commission’s inaugural meeting of the “National Financial Education Network” of federal, state and local 
governments at Treasury. This network will facilitate precisely the type of cooperation called for in the GAO 
report. 

Next Steps 

The Strategy outlines clear steps for the Commission to implement in the next few years. 

In the remainder of 2007, the Commission will continue working on issues pertaining to credit literacy, general 
savings, retirement planning, homeownership preservation and youth financial education while performing 
special outreach to minority communities. To succeed, we will convene those leading efforts in the private and 
public sectors through regional conferences, national roundtables and an international summit. The 
Commission will issue policy papers and meeting findings to further national efforts on financial education. In 
addition. Treasury plans to launch a multimedia campaign. Lastly, the Commission will continue performing 
regular enhancements to MyMoney.gov and 1-888-MyMoney. 

In 2008, the Commission will host a roundtable discussion on insurance issues as well as an academic research 
symposium on financial education. 

Later in 2009, the Commission intends to conduct a usability testing and customer satisfaction survey of 
MyMoney.gov as well as complete the first series of independent assessments of federal financial education 
programs and resources. 
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Conclusion 

I hope this discussion has given an insightful overview of Treasury’s and the Commission’s work on financial 
literacy. 

While it is valuable to look at this issue from a high level as a policy matter, it is also helpful to view it in terms 
of the individual and the difference it can make to his or her future. Put simply, there are two paths before each 
person we are all trying to help. The first is a rocky path that leads to a place where the complexity of the 
marketplace appears overwhelming, where people are easy prey for fraud and where bad choices lead to bad 
outcomes that can last a lifetime. 

The other path travels through financial literacy and it takes people to a place where understanding replaces 
apprehension, where people make the most of their abundant options and where they have a tangible, enduring 
stake in their futures - it is a place some of us refer to as the Ownership Society. It comes from the idea that a 
true community is based more on shared aspirations than shared geography. Each of us wants to provide for our 
families, have a comfortable retirement and achieve financial security. These goals become more obtainable 
when we are financially literate, and that is why financial education is a priority for Secretary Paulson and for 
this Administration. We hope that through our emphasis on increased financial literacy people gain the skills to 
make better decisions and live better lives. 

Now, I will be happy to answer any questions from the Subcommittee concerning financial literacy. 


- 30 - 
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Mr. Chairman and Members of the Subcommittee: 


It is my pleasure to be here today to outline the important work the Office of 
Personnel Management (OPM) is doing to ensure Federal employees are ready for 
retirement. 


OPM is committed to educating Federal employees about the need for retirement 
savings and investments and providing information on how to plan for retirement, 
including how to calculate the retirement savings and investments needed to meet their 
retirement goals. As part of that commitment, we were pleased to participate in Financial 
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Literacy Day on Capitol Hill last week, where we provided information about the various 
benefits programs available to Federal employees and had experts available to answer 
attendees’ questions. We also invited representatives from the Thrift Savings Plan to join 
us, thereby providing attendees with additional resources to discuss this important facet 
of their retirement benefits. 

As you know, the Thrift Savings Plan (TSP) is a Federal Government-sponsored 
retirement savings and investment plan open to Federal civilian employees and to 
members of the uniformed services. The TSP offers savings and tax benefits comparable 
to what many private corporations offer their employees under tax-deferred 401 (k) plans. 
It is one of the Nation’s largest retirement plans and one we strongly encourage all 
eligible Federal employees to take advantage of as a means of preparing for their future. 
Due to your leadership. Congress took steps to help make Federal employees more aware 
of the opportunities available to them through the TSP when it passed the Thrift Savings 
Plan Open Elections Act of 2004. The Act directed the Board that manages the TSP, the 
Federal Retirement Thrift Investment Board, to evaluate and improve the existing TSP 
education program and to annually report to Congress on these efforts. OPM was 
directed to develop a strategy (in consultation with the Board) to “provide employees 
information on how to plan for retirement and how to calculate the retirement investment 
needed to meet their retirement goals.” OPM is doing that through a strategy based on an 
education model we call Retirement Readiness NOW. The term focuses on the outcome 
of our retirement financial education programs — to provide employees information on 
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how to plan for retirement and how to calculate the retirement investment needed to meet 
their retirement goals. 

Retirement readiness combines basic information about the benefits provided by 
the Government, as an employer, and the broader financial education needs of 
employees. Rather than being a “near retirement” event, the retirement readiness model 
considers retirement financial literacy and education as a career-long process. The model 
incorporates the broad range of information employees need to help them make informed 
retirement planning decisions. It also recognizes that these needs change as a person 
moves through his or her career. 

Our Retirement Readiness NOW model takes a total balanced approach to 
planning that covers: 

• Networking & Engagement - finding enjoyable challenges, connecting with other 
people in meaningful activities such as volunteer work, or even exploring a new 
career; 

• Overall Health - staying as healthy as you can for however long you live; 
understanding the aging process and how best to approach healthcare such as 
preventative and disease treatment; and 

• Wealth- preparing financially to have sufficient income to support your own 


standard of living in retirement. 
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Retirement readiness is also dynamic. It changes over time. The activities and 
planning employees need to do, such as awareness they may need to alter their choice of 
stock funds during their careers, preventative health care measures, and planning what 
they will do and where they will live in retirement - are all changes made as one moves 
through life stages. 

OPM has three key roles in retirement planning: Capacity, Coordination, and 
Catalyst. Building capacity means providing training and tools to agency benefits 
officers so that they can help their employees understand their benefits and identity their 
financial education needs. 

OPM’s Retirement System Modernization (RSM) will provide employees with 
tools that for the first time ever will allow them to model their future retirement benefits 
based on a complete set of their actual Federal employment information. RSM modeling 
tools will include a web-based application that will contain personalized content and 
decision support, enabling employee self-service access 24 hours a day, 7 days a week, 
by telephone or via a web interface. The RSM tools will allow a one-stop experience for 
employees to initiate changes to their retirement benefits. These capabilities will be 
available beginning February 2008. 

In addition to providing information on Federal annuity retirement contributions, 
it will also link to an employee’s Social Security benefit and current Thrift Savings Plan 
account balance. This complete picture of earned Federal Government benefits will 
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provide the Federal employee a more accurate view of their retirement financial forecast. 
In addition, RSM will make the full annuity payment at the very beginning of an 
employee’s retirement. RSM will do this by replacing the current system of receiving 
interim payment while employment history is verified with a process of placing verified 
employee data in advance of making the retirement application. We are also in the early 
stages of creating additional educational tools to complement the RSM capability. 

Another important step we have taken is the development of a partnership with 
the American Savings Education Council (ASEC) of the Employee Benefits Research 
Institute. Through this partnership, we have developed the Federal Ballpark Estimate — a 
savings goal worksheet — based on the widely-used American Savings Education Council 
Ballpark Estimate. The Federal Ballpark Estimate makes it possible to automatically 
calculate estimates of future Civil Service Retirement System (CSRS) or Federal 
Employees’ Retirement System (FERS) retirement benefits and TSP account balances, as 
well as inform the user of how well he or she is doing in meeting their savings goal. We 
plan to post the Federal Ballpark Estimate on our web site by the end of May. As an 
example of our coordination with the Federal Retirement Thrift Investment Board, it will 
replace its current link to the ASEC’s Ballpark Estimate with the one to the tailored 
Federal Ballpark Estimate. 

We are also nearing completion of the Retirement Readiness Profile — an 
interactive assessment tool that will tell employees how well they are doing on the 3 
dimensions of Retirement Readiness NOW, networking and engagement, overall health. 
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and wealth, based on their career stages. It will then recommend next steps the 
employees can take to increase their retirement readiness. 

Evaluation measures are critical to ensuring our efforts are effective. Our strategy 
requires agencies to report to OPM on their retirement readiness programs. These plans 
will help ensure agencies institute sustainable programs and evaluate their effectiveness. 

We have developed a method of measuring employee benefits knowledge and 
will collect a Government-wide baseline later this year. The level of employee benefits 
knowledge is one measure of the effectiveness of our education program. 

In addition, we have produced a retirement video to provide employees with an 
overview of critical information they need to know as they begin planning for their 
retirement. The video is available on the OPM web site at: 
http://www.opm.gov/Video Librarv/Retirement/index.asp 

We also delivered a series of pre-retirement seminars to staff of the U.S. House of 
Representatives this past November. We were pleased that over 200 Congressional staff 
took part in the series. 

Coincidently, OPM’s Center for Human Capital Management Services held a 
briefing on the TSP for our employees just 10 days ago in our Washington headquarters. 
Attendees were very enthusiastic about the briefing and requested additional retirement 
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planning workshops. This further demonstrates employees are eager for information 
about financial planning. 

Next month we will conduct our second benefits officers Retirement Financial 
Education Symposium. The symposium will provide training for agency benefits officers 
on a wide variety of benefits administration topics, as well as updates on our retirement 
readiness initiatives. Last week, we published a Benefits Administration Letter (BAL 07- 
102) providing guidance to agencies on developing retirement financial education plans 
for their employees. Agencies’ plans must discuss four key elements: the content of their 
retirement readiness programs, how they will deliver the information to their employees, 
the evaluation metrics that will be used, and the steps being taken to insure the long-term 
sustainability of the programs. The plans must be submitted to OPM annually. 

We are also developing a series of Workshops in a Box. These workshops are 
designed as a complete kit for benefits officers to use to train their employees on benefit 
topics. Topics in the series include: Overviews of CSRS and FERS; Flexible Spending 
Accounts, and Benefits for new employees. 

Based on a series of Financial Education Fairs we conducted, we issued a how-to 
handbook for agencies to use to conduct their own retirement readiness fairs. The 
handbook provides step-by-step instructions, planning worksheets, and sample 
promotional materials. We also published a list of contacts in Government agencies who 
are available to participate in these events. 
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Another key role of OPM is coordination of financial education resources. There 
is a wealth of financial education materials and programs — course materials, web site, 
brochures, newsletters, etc., that have been developed by Federal agencies such as the 
Federal Reserve System, the Federal Deposit Insurance Corporation, and the Department 
of Agriculture Cooperative Extension Service, and the Thrift Savings Plan. In addition, 
numerous non-profit organizations such as the American Savings Education Council, 
InCharge Educational Foundation, and the National Endowment for Financial Education 
have also developed excellent resources that are available at little or no cost. 

OPM’s role is to identify those resources and create partnerships to leverage the 
use of those materials by agencies for their employees. Am example of a partnership is 
our work with the Employee Benefits Research Institute to create the Federal Ballpark 
Estimate. 

OPM also serves as a catalyst for retirement readiness programs. Recently we 
distributed the first edition of our retirement readiness eLetter to benefits officers. The 
bi-monthly newsletter provides information about retirement readiness education they 
can use and can pass on to others. Additionally, OPM speakers participate in a variety of 
conferences involving Federal employees to spread the word on the need for retirement 
readiness and our education programs. 
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Agencies play a key role in OPM’s retirement readiness programs. They have the 
primary responsibility of identifying employee needs using the tools we develop, of 
providing training, information and access to resources to their employees, and of giving 
us feedback so we can continue to improve agencies’ retirement education capacity. 

However, OPM and agencies can’t improve employees’ retirement readiness 
without the direct involvement of the employees themselves. Employees must take 
advantage of opportunities provided and must assume responsibility for taking steps to 
meet their retirement goals. Our responsibility, and one we work on daily, is to provide 
as many tools and as much information as is needed to understand the importance and 
value of retirement saving and investments in preparation for retirement. 

OPM also is proud of the active role it has taken as a member of the Financial 
Literacy and Education Commission. We were on the national strategy working group 
and earlier this month co-hosted with the Department of Treasury the first meeting of the 
National Financial Education Network. The network is creating a clearinghouse of State 
and local government financial education programs to serve as a place to share best 
practices and resources. This clearinghouse will not only serve as a valuable resource to 
State and local governments, it will identify a rich array of resources agency benefits 
officers can use to explain their retirement readiness education program for Federal 
employees. 

I appreciate this opportunity to testify before the Subcommittee on this very 
important issue. I will be glad to answer any questions you may have. 
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What GAO Recommends 


FINANCIAL LITERACY AND EDUCATION 
COMMISSION 

Further Progress Needed to Ensure an 
Effective National Strategy 


What GAO Found 

The National Strategy for Financial Literacy serves as a useful first step in 
focusing attention on financial literacy, but it is largely descriptive rather 
than strategic and lacks certain key characteristics that are desirable in a 
national strategy. The strategy provides a clear purpose, scope, and 
methodology and comprehensively identifies issues and challenges. 
However, it does not serve as a plan of action designed to achieve specific 
goals, and its recommendations are presented as “calls to action" that 
generally describe existing initiatives and do not include plans for 
implementation. The strategy also does not fully address some of the 
desirable characteristics of an effective national strategy that GAO has 
previously identified. For example, it does not set clear and specific goals 
and performance measures or milestones, address the resources needed to 
accomplish these goals, or fully discuss appropriate roles and 
responsibilities. As a result of these factors, most organizations that GAO 
spoke with said the strategy was unlikely to have a significant impact on 
their financial literacy efforts. 

The Commission has developed a Web site and telephone hotline that offer 
financial education information provided by numerous federal agencies. The 
Web site generally serves as an effective portal to existing federal financial 
literacy sites. Use of the site has grown, and it averaged about 69,000 visits 
per month from October 2006 through March 2007. The volume of calls to 
the hotline — which serves as an order line for a free tool kit of federal 
publications — has been limited. The Commission has not tested the Web site 
for usability or measured customer satisfaction with it; these are 
recommended best practices for federal public Web sites. As a result, the 
Commission does not know if visitors are able to find the information they 
are looking for efficiently and effectively. 

The Commission has taken steps to coordinate the financial literacy efforts 
of federal agencies and has served as a useful focal point for federal 
activities. However, coordinating federal efforts has been challenging, in part 
because the Commission must achieve consensus among 20 federal 
agencies, each with its own viewpoints, programs, and constituencies, and 
because of the Commission’s limited resources. A survey of overlap and 
duplication and a review of the effectiveness of federal activities relied 
largely on agencies’ self-assessments rather than the independent review of a 
disinterested party. The Commission has taken steps to promote 
partnerships with the nonprofit and private sectors through various public 
meetings, outreach events, and other activities. The involvement of state, 
local, nonprofit, and private organizations is important in supporting and 
expanding Commission efforts to increase financial literacy, and our report 
found that the Commission could benefit from further developing mutually 
beneficial and lasting partnerships with these entities that will be sustainable 
over the long term. 


.United States Government Accountability Office 
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Mr. Chairman and Members of the Committee: 

I appreciate the opportunity to be here today to discuss the federal 
government’s roie in financial literacy. Ensuring that Americans have the 
knowledge and skills to manage their money wisely is a key element in 
improving the economic health of our nation in current and future 
generations. Financial literacy has become increasingly important in 
recent years due to the convergence of a number of economic, policy, and 
demographic trends. For example, workers today are increasingly 
responsible for managing their own retirement savings — yet at the same 
time, the nation’s personal saving rate has fallen dramatically over the past 
few decades, and household debt hovers at record high levels. In recent 
years, we have issued several products on the federal government’s role in 
improving financial literacy. 1 My statement today focuses on the Financial 
Literacy and Education Commission, which is comprised of 20 federal 
agencies and was created in 2003 by the Financial Literacy and Education 
Improvement Act. 2 

Today I will discuss the Commission’s progress in (1) developing an 
effective national strategy to promote financial literacy and education; (2) 
implementing its Web site, hotline, and multimedia campaign; and (3) 
coordinating federal financial literacy efforts and promoting partnerships 
among government, nonprofit, and commercial organizations. This 
statement is based primarily on our December 2006 report that assessed 
the Commission’s effectiveness. 3 In preparing that report, we reviewed the 
Financial Literacy Act and analyzed relevant Commission documents, 
including the National Strategy for Financial Literacy. We assessed the 
national strategy, in part, by benchmarking it against general 


'For example, see GAO, Increasing Financial Literacy in America, GAO07-284CG 
(Washington, D.C.: Dec. 11, 2006); GAO, Credit Reporting Literacy: Consumers 
Understood the Basics but Could Benefit from Targeted Educational Efforts, GAO-05-223 
(Washington, D.C.: Max. 16, 2005); GAO, Highlights of a GAO Forum: The Federal 
Government’s Role in Improving Financial Literacy, GAO-05-93SP (Washington, D.C.: 
Nov. 15, 2004). 

2 Titlc; V of the Fair and Accurate Credit Transactions Act of 2003, Pub. L. No. 108-159, Title 
V, 117 Stat. 2003 (Dec. 4, 2003) (codified at 20 U.S.C. §§ 9701-08). Hereafter, this statement, 
refers to the Financial Literacy and Education Improvement Act as the “Financial Literacy 
Act" The act also mandated that we assess the Commission’s effectiveness in promoting 
financial literacy and education. Our December 2006 report fulfilled that mandate. 

3 GAO, Financial Literacy and Education Commission: Further Progress Needed to 
Ensure an Effective National Strategy, GAO-07-100 (Washington, D.C.: Dec. 4, 2006). 
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characteristics of an effective national strategy we have identified in prior 
work. We interviewed representatives of ail 20 federal agencies that are 
members of the Commission as well as representatives of nonfederal 
organizations that address issues of financial literacy. We also gathered 
and analyzed data on the content and usage of the Commission’s Web site, 
telephone hotline, and publication tool kit. We conducted our work from 
January 2006 through November 2006 in accordance with generally 
accepted government auditing standards. 

In summary: 

• The National Strategy for Financial Literacy serves as a useful first step in 
focusing attention on financial literacy, but it is largely descriptive rather 
than strategic and lacks certain key characteristics that are desirable in a 
national strategy. While the strategy comprehensively identifies issues and 
challenges related to financial literacy, its recommendations are presented 
as “calls to action” that generally describe existing initiatives and do not 
include plans for implementation. Further, the strategy only partially 
addresses some of the characteristics we previously have identified as 
desirable for any effective national strategy. For example, although it 
provides a clear purpose, scope, and methodology, it does not go far 
enough to establish specific goals and performance measures or 
milestones; discuss the resources that would be needed to implement the 
strategy; or discuss, assign, or recommend roles and responsibilities for 
achieving its mission. As a result, most federal and nonfederal agencies we 
interviewed said that the national strategy was unlikely to have a 
significant impact on their financial literacy and education efforts. Our 
report recommended that the Commission incorporate additional 
elements into the national strategy to help measure results and ensure 
accountability. In commenting on our report, the Department of the 
Treasury (Treasury), in its capacity as chair of the Commission, noted that 
the national strategy was the nation’s first such effort and said its calls to 
action were appropriately substantive and concrete. 

• The Commission has developed a Web site and telephone hotline that 
offers financial education information from numerous federal agencies. 
The site serves as a portal to other federal financial education sites, and 
representatives of financial literacy organizations generally told us that the 
site served its purpose effectively. Use of the site has been growing, and it 
averaged about 69,000 visits monthly from October 2006 through March 
2007. The volume of calls to the hotline — which acts as an order line for 
free publications — has been limited. For example, it received 526 calls in 
March 2007. The Commission has not yet implemented some best 
practices recommended for federal public Web sites, such as testing its 
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site for usability and measuring customer satisfaction. As a result, the 
Commission does not know if visitors can readily find the information for 
which they are looking. Our report recommended that the Commission 
conduct usability tests of and measure customer satisfaction with its Web 
site, which the Commission said it will do by the second quarter of 2009. 
To fulfill a Financial Literacy Act requirement that the Treasury 
Department develop a pilot national public service campaign for financial 
literacy and education, the department has contracted with the 
Advertising Council to create a campaign designed to improve credit 
literacy among young people. The campaign, which is scheduled to be 
distributed to media outlets in the third quarter of 2007, will also promote 
the Commission’s Web site and telephone hotline. 

• The Commission has played a role in coordinating federal agencies’ 

financial literacy efforts and promoting public-private partnerships but has 
faced several challenges in these areas. The Commission serves as a single 
focal point for federal agencies to come together on the issue of financial 
literacy, and several calls to action in the Commission’s national strategy 
involve interagency efforts. However, coordinating federal efforts has been 
challenging, in part because the Commission must achieve consensus 
among 20 federal agencies, each with its own viewpoints, programs, and 
constituencies, and because of the Commission’s limited resources. 
Further, the Commission’s survey of overlap and duplication and its 
review of the effectiveness of federal activities relied largely on agencies’ 
self-assessments rather than the independent review of a disinterested 
party. The Commission has taken some steps to promote partnerships 
with the nonprofit and private sectors through various public meetings, 
outreach events, and other activities, but the impact of these steps is 
unclear. Our report recommended that the Commission expand its current 
efforts to cultivate sustainable partnerships with nonprofit and private 
entities. We also recommended that the Commission provide for an 
independent third party to review for duplication in federal programs and 
evaluate the effectiveness of federal activities. Since our report was 
issued, the Commission has identified several steps it is taking or plans to 
take to address these recommendations, including plans for independent 
third-party assessments. 


Background 


According to the Financial Literacy Act, the purpose of the Financial 
Literacy and Education Commission is to improve financial literacy and 
education through the development of a national strategy to promote 
them. The act defines the composition of the Commission — the Secretary 
of the Treasury and the heads of 19 other federal departments and 
agencies — and allows the President to appoint up to five additional 
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members. 4 The Commission must hold one public meeting at least every 4 
months. It held its first meeting in January 2004 and nine subsequent 
meetings, most recently in January 2007. 

The act requires the Commission to undertake certain activities, including 
(1) developing a national strategy to promote financial literacy and 
education for all Americans; (2) establishing a financial education Web site 
to provide information about federal financial literacy education programs 
and grants; (3) establishing a toll-free hotline; (4) identifying areas of 
overlap and duplication among federal activities and coordinating federal 
efforts to implement the national strategy; (5) assessing the availability, 
utilization, and impact of federal financial literacy and education 
materials; and (6) promoting partnerships among federal, state, and local 
governments, nonprofit organizations, and private enterprises. The act 
requires that the national strategy be reviewed and modified as deemed 
necessary at least once a year. It also requires the Secretary of the 
Treasury to develop, implement, and conduct a pilot national public 
service multimedia campaign to enhance the state of financial literacy and 
education in the United States. 

The Treasury Department’s Office of Financial Education provides 
primary support to the Commission and coordinates its efforts. As of April 
2007, the office had assigned the equivalent of about 3 full-time 
professional staff to handle work related to the Commission and in the 
past also has received assistance from staff detailed from other federal 
agencies. The Commission has no independent budget. The act authorized 
appropriations to the Commission of amounts necessary to carry out its 
work, and for fiscal year 2005 Congress specified that $1 million should be 
used for the development and implementation of the national strategy. 


4 Under the act, the agencies represented on the Commission are the Departments of 
Agriculture, Defense, Education, Health and Human Services, Housing and Urban 
Development, Labor, Treasury, and Veterans Affairs; the Board of Governors of the Federal 
Reserve System; the Office of the Comptroller of the Currency; the Office of Thrift 
Supervision; the Federal Deposit Insurance Corporation; the National Credit Union 
Administration; the Securities and Exchange Commission; the Federal Trade Commission; 
the General Services Administration; the Small Business Administration; the Social 
Security Administration; the Commodity Futures Trading Commission; and the Office of 
Personnel Management. As of April 2007, the President had not appointed any additional 
members. 
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The National Strategy 
Is Descriptive Rather 
Than Strategic, 
Limiting Its Value in 
Guiding the Nation’s 
Financial Literacy 
Efforts 


To develop the National Strategy for Financial Literacy, the Commission 
formed a national strategy working group of 13 member agencies, issued a 
call for public comment in the Federal Register, and held six public 
meetings — five organized around the commercial, government, nonprofit, 
education, and banking sectors and one for individual consumers. 5 
Although the Financial Literacy Act required the Commission to adopt the 
strategy within 18 months of enactment, or June 2005, the strategy was not 
publicly released until April 2006. 6 The Commission sought unanimous 
consent on the national strategy, and Commission members told us that 
the Treasury Department faced a significant challenge in trying to get 20 
federal agencies — each with its own mission and point of view — to 
unanimously agree to a strategy. A particular source of disagreement 
involved whether nonfederal entities should be cited by name as 
illustrative examples in the strategy. The Commission ultimately agreed 
that it would not name these organizations in the national strategy, but cite 
them in a separate document issued by Treasury, called the Quick 
Reference Guide to the strategy.” 7 


The content of the National Strategy for Financial Literacy largely consists 
of a comprehensive overview of issues related to financial literacy and 
examples of ongoing initiatives. It describes many major problems and 
challenges that relate to financial literacy in the United States, identifies 
key subject matter areas and target populations, and describes what it 
believes to be illustrations of potentially effective practices in financial 
education across a broad spectrum of subjects and sectors. As such, the 
strategy represents a useful first step in laying out key issues and 
highlighting the need for improved financial literacy. At the same time, as 
some representatives of the Commission told us, the strategy is 
fundamentally descriptive rather than strategic. It provides information on 


5 Financial Literacy and Education Commission, Taking Ownership of the Future : The 
National Strategy for Financial Literacy (Washington, D.C.: April 2006). 

fi The Financial Literacy Act required the National Strategy for Financial Literacy to be 
provided to Congress as part of a report issued by the Commission called the “Strategy for 
Assuring Financial Empowerment” U.S. Department of the Treasury, Strategy for 
Assuring Financial Empowerment (Washington, D.C.: Apr. 3, 2006). That report also 
contained other elements required by the act, including a survey and assessment of certain 
federal financial education materials and information on the activities and future plans of 
the Commission. 20 U.S.C. § 9703 (10(2). 

7 U.S. Department of the Treasury, Quick Reference Guide to the National Strategy for 
Financial Literacy (Washington, D.C.: Apr. 4, 2006). 
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disparate issues and initiatives but is limited in presenting a long-term plan 
of action for achieving its goal. 

Most notably, the strategy’s recommendations are presented as “calls to 
action,” defined as concrete steps that should be taken for improving 
financial literacy and education. Sixteen of these 26 calls to action are 
addressed to federal entities, 5 to private or nonprofit organizations, and 5 
to the public. However, many of these calls to action are very general and 
do not discuss an implementation strategy, and others describe initiatives 
that already exist. For example, one call to action states, “Investors should 
take advantage of the wealth of high quality, neutral, and unbiased 
information offered free of charge,” but does not lay out a plan for helping 
ensure that investors will do so. 

We have previously identified a set of desirable characteristics for any 
effective national strategy. 8 While national strategies are not required to 
contain a single, consistent set of attributes, we found six characteristics 
that can offer policymakers and implementing agencies a management 
tool to help ensure accountability and more effective results. As shown in 
the table below, we found that the National Strategy for Financial Literacy 
generally addresses the first of these characteristics and partially 
addresses the other five. 


Table 1 : Extent the National Strategy for Financial Literacy Addresses GAO’s 
Desirable Characteristics of an Effective National Strategy 

Desirable characteristic 

Generally 

addresses 

Partially 

addresses 

Does not 
address 

Clear purpose, scope, and methodology 

X 



Detailed discussion of problems and risks 


X 


Desired goals, objectives, activities, and 
performance measures 


X 


Description of future costs and resources 
needed 


X 


Organizational roles, responsibilities, and 
coordination 


X 


Description of integration with other entities 


X 


Source: GAO analysis ot the National Strategy for Financial Literacy. 


b GAO, Combating Terrorism: Evaluation of Selected Characteristics in National 
Strategies Related to Terrorism, GAO-O4-408T (Washington, D.C.: Feb. 3, 2004). 
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The six characteristics we considered follow: 

• Clear Purpose, Scope, and Methodology. An effective strategy describes 
why the strategy was produced, the scope of its coverage, and how it was 
developed. The National Strategy for Financial Literacy generally 
addresses this characteristic. For example, it cites the legislative mandate 
that required the strategy, the overall purpose, and subsidiary goals such 
as making it easier for consumers to access financial education materials. 
At the time of our review, the strategy did not specifically define “financial 
literacy” or “financial education” and we noted that doing so could provide 
additional benefit in helping define the scope of the Commission’s work. 

In its April 2007 report to Congress, the Commission provided definitions 
of these terms that it said would guide its work. 9 

• Detailed Discussion of Problems and Risks. A strategy with this 
characteristic provides a detailed discussion or definition of the problems 
the strategy intends to address, their causes, and the risks of not 
addressing them. Based on bur review, the National Strategy for Financial 
Literacy partially addresses this characteristic. It identifies specific 
problems that indicate a need for improved financial literacy and often 
discusses the causes of these problems. However, it might benefit further 
from a fuller discussion of the long-term risks — to the well-being of 
individuals, families, and the broader national economy — that may be 
associated with poor financial literacy. As we have reported in the past, a 
clear understanding of our nation’s overall financial condition and fiscal 
outlook is an indispensable part of true financial literacy. 10 Due to current 
demographic trends, rising health care costs, and other factors, the nation 
faces the possibility of decades of mounting debt, which left unchecked 
will threaten our economic security and adversely affect the quality of life 
available to future generations." One element of financial literacy is 
ensuring that Americans are aware of these potential developments in 
planning for their own financial futures since, for example, we can no 
longer assume that current federal entitlement programs will continue 
indefinitely in their present form. 


9 {J.S. Department of the Treasury, Strategy for Assuring Financial Empowerment 
(Washington, D.C.: April 2007). 

10 GAO-05-93SP, pp. 2-3. 

"For example, see GAO, The Nation's Long-Term Fiscal Outlook: September 2006 Update, 
GAO-06-1077R (Washington, D.C.; Sept, 15, 2006). 


Page 7 


GAO-07-777T 




79 


• Desired Goals, Objectives, Activities and Performance Measures. The 
National Strategy for Financial Literacy partially addresses this 
characteristic, which deals not only with developing goals and strategies 
to achieve them, but also the milestones and outcome measures needed to 
gauge results. The strategy does identify key strategic areas and includes 
26 calls to action that, although often lacking detail, provide a picture of 
the types of activities the strategy recommends. However, in general, the 
strategy neither sets clear and specific goals and objectives, nor does it set 
priorities or performance measures for assessing progress. Several 
stakeholders in the financial literacy community that we spoke with noted 
that the strategy would have been more useful if it had set specific 
performance measures. The Commission might also have set measurable 
goals for changing consumer behavior, such as seeking to reduce the 
number of Americans without bank accounts or increase the number 
saving for their retirement to a specified figure in the next 5 or 10 years. 
Without performance measures or other evaluation mechanisms, the 
strategy lacks the means to measure progress and hold relevant players 
accountable. 

• Description of Future Costs and Resources Needed. Effective national 
strategies should include discussions of cost, the sources and types of 
resources needed, and where those resources should be targeted. The 
National Strategy for Financial Literacy discusses, in general terms, the 
resources that are available from different sectors and its Quick Reference 
Guide provides a list of specific organizations. However, the strategy does 
not address fundamental questions about the level and type of resources 
that are needed to implement the national strategy. The strategy does little 
to acknowledge or discuss how funding limitations could be a challenge to 
improving financial literacy and offers little detail on how existing 
resources could best be leveraged. Neither does it provide cost estimates 
nor does it discuss specifically where resources should be targeted. For 
example, it does not identify the sectors or populations most in need of 
additional resources. The strategy also might have included more 
discussion of how various “tools of government” such as regulation, 
standards, and tax incentives might be used to stimulate nonfederal 
organizations to use their unique resources to implement the strategy. 
Without a clear description of resource needs, policymakers lack 
information helpful in allocating resources and directing the strategy’s 
implementation. 

• Organizational Roles, Responsibilities, and Coordination. Effective 
national strategies delineate which organizations will implement the 
strategy and describe their roles and responsibilities, as well as 
mechanisms for coordinating their efforts. The National Strategy for 
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Financial Literacy partially addresses these issues. For example, it 
discusses the involvement of various governmental and nongovernmental 
sectors in financial education and identifies in its calls to action which 
agencies will or should undertake certain tasks or initiatives. However, the 
strategy is not specific about roles and responsibilities and does not 
recommend changes in the roles of individual federal agencies. Addressing 
these issues more fully is important given our prior work that discussed 
the appropriate federal role in financial literacy in relation to other entities 
and the potential need to streamline federal efforts in this area. 12 In 
addition, the strategy is limited in identifying or promoting specific 
processes for coordination and collaboration between sectors and 
organizations. 

* Description of Integration with Other Entities. This characteristic 

addresses how a national strategy relates to other federal strategies , goals, 
objectives, and activities. The National Strategy for Financial literacy does 
identify and describe a few plans and initiatives of entities in the federal 
and private sectors, and it includes a chapter describing approaches within 
other nations and international efforts to improve financial education. 
However, the strategy is limited in identifying linkages with these 
initiatives, and it does not address how it might integrate with the 
overarching plans and strategies of these state, local, and private-sector 
entities. 

Because the National Strategy for Financial Literacy is more of a 
description of the current, state of affairs than an action plan for the future, 
its effect on public and private entities that conduct financial education 
may be limited. We asked several major financial literacy organizations 
how the national strategy would affect their own plans and activities, and 
the majority said it would have no impact at all. Similarly, few federal 
agencies with which we spoke could identify ways in which the national 
strategy was guiding their work on financial literacy. Most characterized 
the strategy as a description of their existing efforts. 

Our report recommended that the Secretary of the Treasury, in concert 
with other agency representatives of the Financial Literacy and Education 
Commission, incorporate into the national strategy (1) a concrete 
definition for financial literacy and education to help define the scope of 
the Commission’s work; (2) clear and specific goals and performance 
measures that would serve as indicators of the nation’s progress in 


12 GACM)5-93SP, pp. 5-8. 
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improving financial literacy and benchmarks for the Commission; (3) 
actions needed to accomplish these goals, so that the strategy serves as a 
true implementation plan; (4) a description of the resources required to 
help policymakers allocate resources and direct implementation of the 
strategy; and (5) a discussion of appropriate roles and responsibilities for 
federal agencies and others, to help promote a coordinated and efficient 
effort. In commenting on our report, Treasury, in its capacity as chair of 
the Commission, noted that the National Strategy for Financial Literacy 
was the nation’s first such effort and, as such, was designed to be a 
blueprint that, provides general direction while allowing diverse entities 
the flexibility to participate in enhancing financial education. The 
department said that the strategy’s calls to action are appropriately 
substantive and concrete — setting out specific issues for discussion, 
conferences to be convened, key constituencies, and which Commission 
members should be responsible for each task. As noted earlier, in its April 
2007 report to Congress, the Commission provided definitions for 
“financial literacy” and “financial education” to help guide its work. We 
acknowledge that the national strategy represents the nation’s first such 
effort, but continue to believe that future iterations of the strategy would 
benefit from inclusion of the characteristics cited in our report. 


Web Site and 
Telephone Hotline 
Offer Financial 
Education 
Information from 
Federal Agencies 


The Financial Literacy Act required the Commission to establish and 
maintain a Web site to serve as a clearinghouse and provide a coordinated 
point of entry for information about federal financial literacy and 
education programs, grants, and materials. With minor exceptions, the 
Commission did not create original content for its Web site, which it called 
My Money. Instead, the site serves as a portal that consists largely of links 
to financial literacy and education Web sites maintained by Commission 
member agencies. According to Treasury representatives, the English- 
language version of the My Money site had more than 290 links as of April 
2007, organized around 12 topics. 13 A section on federal financial education 
grants was added to the site in October 2006, which includes links to four 


ls Fhe topic areas are Budgeting and Taxes; Credit; Financial Planning; Home Ownership; 
Kids; Paying for Education; Privacy, Fraud and Scams; Responding to Life Events; 
Retirement Planning; Saving and Investing; Starting a Small Business; and Financial 
Education Grants. 
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grant programs. 14 Many representatives of private and nonprofit financial 
literacy initiatives and organizations with whom we spoke were generally 
satisfied with the Web site, saying that it provided a clear and useful portal 
for consumers to federal financial education materials. 

From its inception in October 2004 through March 2007, the My Money 
Web site received approximately 1,454,000 visits. 15 Hie site received an 
average of 35,000 visits per month during the first 6 months after its 
introduction in October 2004. Use of the site has increased since that time 
and reached 78,000 visits in April 2006, when the Commission and the Web 
site received publicity associated with the release of the national strategy. 
From October 2006 through March 2007, the site averaged about 69,000 
visits per month. The number of visits to the My Money Web site has been 
roughly comparable to some recently launched private Web sites that 
provide financial education. 16 Some representatives of financial literacy 
organizations with whom we spoke said the Commission should do more 
to promote public awareness of the Web site. Commission representatives, 
however, noted to us several steps that have been taken to promote the 
site, including, for example, a promotional effort in April 2006 that printed 
the My Money Web address on envelopes containing federal benefits and 
tax refunds. 


l4 The Financial Literacy Act required that the Web site offer information on all federal 
grants to promote financial literacy and education, and on how to target, apply for, and 
receive such grants. 20 U.S.C. § 9703(b)(2)(C). The four federal grant programs cited on the 
Web site as of April 2007 were the Department of Education’s Excellence in Economic 
Education program, Department of Health and Human Services’ Assets for Independence 
program, Department of Housing and Urban Development’s Housing Counseling program, 
and National Credit Union Administration’s Community Development Revolving Loan Fund 
program. 

15 A “visit” is defined as all the activity of one visitor to a Web site within a specified period, 
usually 30 minutes. Because federal government Web sites are generally prohibited from 
using “cookies” (small files stored on a visitor’s computer that can contain identifying 
information about the visitor), the number of unique visitors to the My Money Web site 
cannot be counted. Thus, data on total number of visits do not represent the number of 
users who have visited the Web site because some users may visit the site multiple times. • 
According to a GSA official, because unique visitors cannot be counted, the best measure 
of the Web site’s usage is number of visits. 

ls For example, in fiscal year 2006, the My Money Web site received approximately 628,000 
visits. During that same time period, the Employee Benefit Research Institute's “Choose to 
Save” Web site, the American Institute of Certified Public Accountants’ “360 Degrees of 
Financial Literacy” Web site, and the National Endowment for Financial Education’s 
“Smart about Money” Web site received, respectively, 1,538,000, 437,000, and 229,000 visits. 
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However, the Commission has not yet conducted usability tests or 
measured customer satisfaction for the My Money Web site. The federal 
government’s Web Managers Advisory Council provides guidance to help 
federal Web managers implement recommendations and best practices for 
their federal sites. 17 The council recommends testing usability and 
measuring customer satisfaction to help identify improvements and ensure 
that consumers can navigate the sites efficiently and effectively. 
Representatives of the General Services Administration (GSA), which 
operates the site, acknowledged that these steps are standard best 
practices that would be useful in improving the site. They said they had 
not yet done so due to competing priorities and a lack of funding. 18 
Without usability testing or measures of customer satisfaction, the 
Commission does not know whether the Web site’s content is organized in 
a manner that makes sense to the public, or whether the site’s visitors can 
readily find the information for which they are looking. 

Our report recommended that the Commission (1) conduct usability 
testing to measure the quality of visitors’ experience with the site; and (2) 
measure customer satisfaction with the site, using whatever tools deemed 
appropriate, such as online surveys, focus groups, or e-mail feedback. In 
its April 2007 report to Congress, the Commission said it would conduct 
usability testing of, and measure customer satisfaction with, its Web site 
by the second quarter of 2009. 

In addition to a Web site, the Financial Literacy Act also required that the 
Commission establish a toll-free telephone number for members of the 
public seeking information related to financial literacy. 19 The Commission 
launched the telephone hotline, 1-888-My Money, simultaneously with the 
My Money Web site in October 2004. The hotline supports both English- 


17 The Web Managers Advisory Council is an interagency group of about 40 senior Web 
managers from every cabinet-level agency, several independent agencies, and the judicial 
and legislative branches. In 2004, the council recommended policies and guidelines for all 
federal public Web sites. See: Interagency Committee on Government Information, 
Recommended Policies and Guidelines for Federal Public Websites, submitted to the 
Office of Management and Budget (Washington, D.C.: June 9, 2004). 

18 According to a usability specialist from GSA, it might cost roughly $10,000 to $15,000 for a 
basic usability study with eight participants and recommendations for redesign of the site. 
Representatives of the Department of Health and Human Services told us it might be able 
to offer the Commission use of its Web testing lab at no charge, which would reduce the 
cost of usability testing. 

19 20U.S.C.§ 9703(c). 
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and Spanish-speaking callers. A private contractor operates the hotline’s 
call center and GSA’s Federal Citizen Information Center oversees the 
operation and covers its cost. According to GSA, the cost of providing 
telephone service for the hotline was about $28,000 in fiscal year 2006. The 
hotline serves as an order line for obtaining a free financial literacy “tool 
kit” — pamphlets and booklets from various federal agencies on topics 
such as saving and investing, deposit insurance, and Social Security. The 
tool kit is available in English and Spanish versions, and consumers can 
also order it via the My Money Web site. The volume of calls to the My 
Money telephone hotline has been limited — 526 calls in March 2007 and an 
average of about 200 calls per month between February 2005 and February 
2006. 

As part of the national strategy, the Financial Literacy Act required the 
Secretary of the Treasury to develop, implement, and conduct a pilot 
national public service multimedia campaign to enhance the state of 
financial literacy in the United States. 20 The department chose to focus the 
multimedia campaign on credit literacy among young adults. It contracted 
with the Advertising Council to develop and implement the multimedia 
campaign, which is expected to be advertised — using donated air time and 
print space — on television and radio, in print, and online. 21 According to 
the Commission’s April 2007 report to Congress, the launch of the 
campaign is scheduled for the third quarter of 2007. 


The Commission Has 
Taken Steps to 
Coordinate Federal 
Agencies’ Efforts and 
Promote Partnerships 
but Faces Challenges 


The Financial Literacy Act required that the Commission develop a plan to 
improve coordination of federal financial literacy and education activities 
and identify areas of overlap and duplication in these activities. The 
Commission created a single focal point for federal agencies to come 
together on the issue of financial literacy and education. Some 
Commission members told us that its meetings — including formal public, 
working group, and subcommittee meetings — have helped foster 
interagency communication and information sharing that had previously 
been lacking. In addition, the Commission’s Web site, hotline, and tool kit 
have helped centralize federal financial education resources for 
consumers. Further, the national strategy includes a chapter on federal 


*20 U.S.C. § 9707. 

2, The Advertising Council (commonly known as the Ad Council) is a private, nonprofit 
organization that produces, distributes, and promotes public service campaigns on behalf 
of nonprofit organizations and government agencies. 
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interagency coordination and several of the strategy’s calls to action 
involve interagency efforts, including joint conferences and other 
initiatives. 

However, the Commission has faced several challenges in coordinating the 
efforts of the 20 federal agencies that form the Commission. Each of the 
Commission’s participating federal agencies has different missions and 
responsibilities and thus different perspectives and points of view on 
issues of financial literacy. The agencies also differ in their levels of 
responsibility for and expertise on financial literacy and education. 
Further, because agencies tend to be protective of their resources, it might 
be very difficult to recommend eliminating individual agencies’ programs. 
Moreover, the Commission’s ability to coordinate such major structural 
change, if it chose to do so, would be constrained by its limited resources 
in terms of staff and funding. In addition, the Commission has no legal 
authority to compel an agency to take any action, but instead must work 
through collaboration and consensus. Given these various constraints, a 
Treasury official told us that the Commission saw its role as improving 
interagency communication and coordination rather than consolidating 
federal financial education programs or fundamentally changing the 
existing federal structure. 

To meet a requirement of the Financial Literacy Act that the Commission 
identify and propose means of eliminating areas of overlap and 
duplication, the Commission asked federal agencies to provide 
information about their financial literacy activities. After reviewing these 
resources, the Commission said it found minimal overlap and duplication 
among federal financial literacy programs and did not propose the 
elimination of any federal activities. Similarly, to meet a requirement of the 
act that it assess the availability, utilization, and impact of federal financial 
literacy materials, the Commission asked each agency to evaluate the 
effectiveness of its own materials and programs — and reported that each 
agency deemed its programs and resources to be effective and worthy of 
continuance. 

In both cases, we believe that the process lacked the benefit of 
independent assessment by a disinterested party. Our report 
recommended that the Secretary of the Treasury, in coryunction with the 
Commission, provide for an independent third party to carry out the 
review of duplication and overlap among federal financial literacy 
activities as well as the review of the availability, utilization, and impact of 
federal financial literacy materials. In response to these recommendations, 
the Commission reported in its April 2007 report to Congress that it would 
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identify an independent party to conduct assessments on both of these 
matters, with the first series of independent assessments to be completed 
in 2009. 

The Financial Literacy Act also charged the Commission with promoting 
partnerships between federal agencies and state and local governments, 
nonprofit organizations, and private enterprises. Partnerships between 
federal agencies and private sector organizations are widely seen as 
essential to making the most efficient use of scarce resources, facilitating 
the sharing of best practices among different organizations, and helping 
the federal government reach targeted populations via community-based 
organizations. 22 Treasury officials have cited several steps the Commission 
has taken to promote such partnerships. These have included calls to 
action in the Commission’s national strategy that encouraged partnerships; 
community outreach and events coordinated by Treasury and other 
agencies; and public meetings designed to gather input on the national 
strategy from various stakeholders. In general, the private and nonprofit 
financial literacy organizations with which we spoke said that these steps 
had been useful, but that their relationships with federal agencies and 
other entities have changed little overall as a result of the Commission. 
Several private and nonprofit national organizations have extensive 
networks that they have developed at the community level across the 
country, and some of these organizations suggested the Commission could 
do more to mobilize these resources as part of a national effort. Some 
stakeholders told us they also felt the Commission could do more to 
involve state and local governments. Greater collaboration by the 
Commission with state and local governments may be particularly 
important given the critical role that school districts can play in improving 
financial literacy. The Commission might consider how the federal 
government can influence or incentivize states or school districts to 
include financial education in school curriculums, which many experts 
believe is key to improving the nation’s financial literacy. 

Given the wide array of state, local, nonprofit, and private organizations 
providing financial literacy programs, the involvement of the nonfederal 
sectors is important in supporting and expanding Commission efforts to 
increase financial literacy. Thus far, the Commission has taken some 


“For example, see GAO-05-93SP, pp. 6-8. By “partnerships,” we refer to shared, or joint, 
responsibilities between organizations from the public and private sectors where there is 
otherwise no clear or established hierarchy of lead and support functions. 
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helpful steps to promote partnerships, consisting mainly of outreach and 
publicity. As the Commission continues to implement its strategy, we 
believe it could benefit from further developing mutually beneficial and 
lasting partnerships with nonprofit and private entities that will be 
sustainable over the long term. Our report recommended that the 
Commission consider ways to expand upon current efforts to cultivate 
sustainable partnerships with nonprofit and private entities. As part of 
these efforts, we recommended that the Commission consider additional 
ways that federal agencies could coordinate their efforts with those of 
private organizations that have wide networks of resources at the 
community level, as well as explore additional ways that the federal 
government might encourage and facilitate the efforts of state and local 
governments to improve financial literacy. In commenting on our report, 
Treasury noted that it had a long history of partnerships with nonfederal 
entities and would consult with the Commission about how to work more 
closely with the types of organizations described in our report. On April 
17, 2007, the Commission held the inaugural meeting of the National 
Financial Education Network, which it said was intended to create an 
open dialogue and advance financial education at the state and local level. 


In conclusion, in the relatively short period since its creation, the 
Commission has played a helpful role by serving as a focal point for 
federal efforts and making financial literacy a more prominent issue 
among the media, policymakers, and consumers. We recognize the 
significant challenges confronting the Commission — most notably, the 
inherent difficulty of coordinating the efforts of 20 federal agencies. Given 
the small number of staff devoted to operating the Commission and the 
limited funding it was provided to conduct any new initiatives, we believe 
early efforts undertaken by the Commission represent some positive first 
steps. At the same time, more progress is needed if we expect the 
Commission to have a meaningful impact on improving the nation’s 
financial literacy. 


Mr. Chairman, this concludes my prepared statement I would be happy to 
answer any questions at this time. 


Contacts and For further information on this testimony, please contact Yvonne D. Jones 

at (202) 512-8678, orjonesy@gao.gov. Contact points for our Offices of 
Acknowledgments Congressional Relations and Public Affairs may be found on the last page 
of this statement. Individuals making key contributions to this testimony 
include Jason Bromberg, Assistant Director; Nima Patel Edwards; Eric E. 
Petersen; William R. Chatlos; Emily R. Chalmers; and Linda Rego. 


Page 16 


GAO-07-777F 





88 



National Council on Economic Education 


Testimony of Dr. Robert F. Duvall 
President and Chief Executive Officer 
National Council on Economic Education 
before the 

Subcommittee on Oversight of Government Management, the Federal Workforce, 
and the District of Columbia 

Senate Committee on Homeland Security &Governmental Affairs 
April 30, 2007 


Chairman Akaka, Ranking Member Voinovich and Members of the Subcommittee: 

Thank you for inviting me to testify today on the timely, critical, and vital issue of the 
federal government’s role in empowering Americans to make informed financial 
decisions. 

Who We Are and What We Do 

The National Council on Economic Education (NCEE) is a unique nonprofit, nonpartisan 
organization directed by a governing board of volunteer leaders from education and 
business, with the clear and compelling purpose of helping young people learn to think 
and choose responsibly and successfully. 

For 60 years NCEE has been leading the charge to improve economic and financial 
literacy through education in the nation’s schools. Today, both the need for what the 
NCEE does best, and the opportunities to effect change, are greater than ever. 

We at the NCEE believe our young people deserve to know about the economic system 
they will be laboring in, contributing to, benefiting from, and ultimately, inheriting. 
Since our founding, we have learned that economic and financial literacy, taught early, 
often, and well, is a key factor in our nation’s continued success in the global economy. 
Our charge is to ensure that all our young people are empowered with an “economic way 
of thinking”, a critical skill set that will help them make good decisions about managing 
their resources — as members of families and communities, in the workforce, and as 
citizens — all their lives. 
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The NCEE is differentiated by our mission. We believe that financial literacy comes 
through effective education, that the education must be part of the core learning 
experience that our young people get while they are in school, K-12, and that they will 
best learn the basics of practical, applied economics and personal financial decision- 
making through well-trained teachers, who are equipped with excellent standards-based 
teaching materials. 

NCEE delivers its program both directly and through a unique nationwide network of 
affiliated State Councils and university-based Centers for Economic Education. Through 
these channels we reach 150,000 K-12 teachers and over 15 million students in more than 
70,000 schools each year. 

NCEE is the premier source of teacher training and teaching materials used to instill an 
understanding of basic economic principles for students in kindergarten through 12 th 
grade. NCEE’s materials are the state-of-the-art and the standards-setter in the drive to 
improve economic and financial literacy. 

NCEE also conducts an international teacher-training program, which carries our free 
market principles to the world. Congress has provided funding for the NCEE’s 
Economics International through the Cooperative Education Exchange Program (CEEP). 
This program has been a tremendous success story in international outreach and 
education, serving 31 foreign countries and reaching more than 13.2 million students 
since 1995. NCEE is grateful for Congress’ continuing support for this important 
program. 

Economic and Financial Literacy 

The need to strengthen, expand and enhance education in economics and personal finance 
in our nation’s schools remains urgent. We must prepare our students with the basics of 
economic and financial literacy so that they can succeed in life. There is widespread 
agreement for these propositions among policymakers, business leaders and educators. 
The questions now before us, I believe, are: 

* How to improve and expand economic and financial literacy? 

■ How can we measure results and outcomes, to be sure we are making a 
difference? 

* What role can the federal government play in this effort? 

What Can Be Done? 

In order to address the economic and financial literacy gap, our elementary and secondary 
schools must integrate standards-based economic education into their core curriculum. 
The NCEE, through its Economic ^America program, along with other partners, is striving 
to accomplish this goal. The federal government is now playing a critical role in 
providing resources for these efforts through the Excellence in Economic Education 
(EEE) program. 
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Let me now focus on the importance of the EEE. 

Thanks in no small part to your efforts, Mr. Chairman, Congress authorized the EEE 
program as part of the No Child Left Behind Act “to promote economic and financial 
literacy of all students in kindergarten through grade 12.” Congress specified that the 
Department of Education awards EEE funding through a competitive grant to a primary 
grant recipient. This organization then uses the funds to: strengthen relationships with 
state and local economic education and financial literacy entities; support K-12 teacher 
training; support research and assessment of economic and personal finance education; 
and develop and distribute economic and personal finance educational materials. The 
primary grant recipient must also distribute 75% of the funds to state and local education 
organizations. 

In 2004, at the inauguration of the EEE Program, in a competitive application process, 
the US Department of Education selected NCEE as the “designated hitter” that is, the 
administration for implementing this important initiative. Since that time we have been 
proud to play this important role, distributing over 300 subgrants to state and local 
educational organizations and conducting several important activities directly that are 
advancing the field. We are grateful for our continuing, productive work with the 
Department of Education in ensuring and maximizing the effective, efficient use of these 
funds and magnifying the impact of a relatively small dollar amount. 

The EEE directly supports the most important actions educators can take to improve 
economic education in our elementary and secondary schools: 

■ Professional development for teachers; 

■ Distributing high quality, standards-based and standards-setting educational 
materials to teachers and classrooms; 

* Fostering active learning for students; and 

* Evaluating and assessing economic and financial education outcomes and 
promoting “best practices” 

Teaching the Teachers 

Well-prepared teachers instill in children a sense that they are themselves future 
stakeholders, decision-makers and movers of the American economy. Through 
innovative lessons, simulations and other active-learning techniques, they help students 
see that to grasp the basics of economics is to grasp the reins of lifelong empowerment - 
for themselves, their families, their communities and our country. Ensuring teachers are 
well trained in economics is especially critical because more often than not, the teacher 
assigned to this class specializes in another subject. 

EEE has provided meaningful resources for teacher training. In the first year of the EEE, 
36 subgrants were awarded to establish and conduct teacher training programs, including 
for those teachers who specialize in another discipline. 
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Infusion of personal finance and economics into other classes can be an effective way to 
assure these subjects a place in the curriculum. NCEE has developed extensive 
experience in addressing the challenge of infusion. Among the NCEE’s materials keyed 
to curricular integration is “Mathematics and Economics: Connections for Life” 
fwww.mathandecon.ncee.nef ). which we developed in partnership with the National 
Council of Teachers of Mathematics. 

But integration of economics into other subjects requires effective training. Several EEE 
subgrants have been directed toward training programs for curricular infusion, including: 

* Training on Integrating Economics into the Classroom for Grades 6-12 Social 
Studies Teachers; 

* Elementary and Middle School Integration of Economics with Literature, Math, 
Social Studies and Practical Living; 

* Integrating Economics into High School History Courses in New Mexico; 

■ K-6 Teacher Training on Integrating Economics with Other Subjects through 
Ohio Academic Content Standards; 

* Integrating Environmental Economics into Secondary Science and Social 
Studies Curriculum; and 

■ Training on Integrating Economics and Geography for Middle School Teachers 
using an innovative set of lesson plans entitled “Middle School World 
Geography: Focus on Economics”. 

Distributing Curricular Materials 

Well-trained teachers still need classroom-tested materials to educate students. NCEE 
has developed a wide range award-winning materials, which are constantly revised and 
updated. 

This year, EEE funding allowed the NCEE to distribute 14,000 Virtual Economics CD- 
ROMS to every school district in the country. Virtual Economics is a comprehensive 
lesson planning and professional development resource for K-12 teachers, which includes 
a database of over 1,200 lessons keyed to grade level, concept. Voluntary National 
Content Standard in Economics and each state’s economics standards. The CD-ROM 
also includes a glossary of 500 economics terms and definitions and 51 multimedia 
demonstrations of key microeconomics, macroeconomics, international economics and 
personal finance concepts. Virtual Economics -provides “one-stop-shopping” for any 
educator who wants to bring economics and financial literacy into the classroom. Thanks 
to EEE, this program is now available in every school district in the U.S. 

Evaluation and Assessment 

Perhaps one of the most important ways we can improve economic and financial 
education, and ensure results, is through rigorous evaluation and assessment. There is no 
shortage of economic and financial education materials. It is essential for educators to 
know which of these materials are validated through effective evaluation and review. 
Assessing effectiveness is a top priority for the NCEE in everything we do. 
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Let me share a glowing example of how the NCEE has used federal funds provided by 
the EEE to make a real difference. 

“Financial Fitness for Life,” developed by NCEE, is an award-winning, highly-acclaimed 
comprehensive K-12 program, which helps students apply economic and decision- 
making skills to the real world of earning and spending an income, savings, using credit, 
investing, and managing money — that is, a fitness program, getting in shape financially. 
The NCEE awarded a grant of EEE funds, in accordance with the terms of the guidelines 
of the EEE program, to economic education researchers Cynthia L. Harter and John F.R. 
Harter of Eastern Kentucky University, who tested the effectiveness of “Financial Fitness 
for Life” in an economically underprivileged region of Kentucky. The study found that 
the use of “Financial Fitness for Life” significantly increases “student performance on a 
post-test assessment when compared with a pre-test of those same students.” The study 
also found that “Financial Fitness for Life” increases financial literacy, and that “for 7 th -, 
8 th -, and 10 th grade students, this increase is higher than what results from whatever other 
curriculum, if any, the teachers were previously using to teach financial concepts.” This 
is powerful. 

Obviously we were encouraged by the results of this assessment of “Financial Fitness for 
Life”, but this study is only one example of the need to continually review and evaluate 
the wide range of financial education materials that are being produced and distributed. 

Evaluation and assessment is the culminating, but very necessary step in financial and 
economic education. The first step is developing the materials. The second is training 
teachers. The third is delivering the materials through these teachers into the classroom, 
and into the heads and hands of young people so they can use this education in life, in the 
“real world”. But only through evaluation and assessment' will we know whether we are 
effectively delivering economic education and whether this education makes a 
meaningful difference in students’ financial and economic literacy. 

What Can Congress Do? 

We are encouraged by Congress’ increased focus on economic and financial education 
issues over the last several years. A focus, Mr. Chairman, that owes much to your 
dedication and hard work in this vital area. Thank you! 

In 2003, Congress created the Financial Literacy and Education Commission. The NCEE 
has worked closely with the Commission, including by providing comments on the 
National Strategy that the Commission was charged with developing. We commend the 
Commission for holding its recent summit on K-postsecondary financial education, in 
which we participated, and in which NCEE-trained school teachers and teacher trainers 
were featured panelists. Regular Commission meetings and events like the Summit 
provide valuable opportunities for organizations to leam what others are doing and 
identify potential partnerships and other cooperative initiatives. This reduces duplication 
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and can magnify educational efforts when two or more organizations find a way to 
productively work together. 

Through your efforts Mr. Chairman, Congress has also provided needed resources 
through the EEE program. As I have illustrated, the Excellence in Economic Education 
Program (the EEE) allows the federal government to strengthen, expand and leverage 
effective economic and financial literacy education at the local level in our nation’s 
primary and secondary schools, for relatively few dollars. The EEE maximizes the 
impact of each federal dollar by requiring matches for subgrants and leveraging ongoing 
private sector efforts. Finally, the EEE addresses the key pieces of the economic 
education and financial literacy puzzle: teacher training; development and delivery of 
curricular materials; and evaluation and assessment. 

I encourage Congress to maintain, and if possible increase, funding for this needed 
program. 

Conclusion 

I am very gratified that this Subcommittee is focusing on economic education and 
financial literacy. Teaching sound economics and personal finance, and making it stick, 
is not only vital to an individual’s success and well-being, but will ultimately contribute 
to ensuring a strong national economy and a more prosperous future for our country .- 

Thank you again for inviting me to testify today, and I will be happy to answer any 
questions. 
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I am Stephen Brobeck, executive director of the Consumer Federation of America. For 
nearly four decades, CFA has sought to empower Americans to make informed financial decisions. 
In February 2002, in testimony before the Senate Banking Committee, we urged Congress to create 
a federal Office of Financial Education that would work with other federal agencies to "develop a 
national strategy to advance financial literacy." So, we thank you Mr. Chairman for organizing this 
hearing and for providing us the opportunity to comment on federal financial literacy programs and 
the activities of the Financial Literacy and Education Commission (FLEC). 


Federal Agencies Have Played an Important Role in Increasing Financial Literacy 

For decades the federal government has played an important role in informing and educating 
consumers about personal financial challenges and opportunities. These efforts, which have 
involved dozens of federal agencies, are far too extensive to summarize here. However, I can 
illustrate how useful these efforts have been by briefly describing the work of federal agencies with 
my own organization and others on one financial literacy initiative — 66 Ways to Save Money. 

In the early 1990s, after helping organize several tests of the nation's consumer knowledge, 
which uncovered many deficiencies, we worked with several federal agencies to organize two 
White House dialogues on consumer literacy. In the second, the head of the Federal Reserve 
Board's Division of Consumer and Community Affairs, Griff Garwood, proposed consideration of a 
consumer literacy initiative that might reach some of the tens of millions of financially challenged 
Americans who will never read a detailed brochure or attend a workshop -- think like a marketer 
and develop a series of short, powerful, and attractive money-saving messages that could be 
communicated, by many organizations and educators using many vehicles, to millions of 
Americans. 

That suggestion seized the imagination of many dialogue participants, and for several 
months thereafter, a half-dozen of us met at the Federal Reserve Board to discuss a practical way to 
implement Griffs idea. Our conclusion was a decision to create a Consumer Literacy Consortium 
that would research and seek consensus on the most useful money-saving tips that we would 
collectively disseminate. This Consortium -- which we limited to 25 organizations to facilitate 
discussion and consensus-building — included several federal agencies, such as the Federal Reserve, 
the Federal Consumer Information Center (now the Federal Citizen Information Center), the Federal 
Trade Commission, and the Department of Agriculture's Cooperative, Research and Extension 
Services. 

For two years. Consortium members used research on consumer information needs and 
demand as a basis for developing 66 key money-saving tips in 26 product areas. We agreed with 
the suggestion of the FCIC's Maty Levy that we call these tips, “66 Ways to Save Money,” and also 
agreed to disseminate these tips individually and collectively. From 1 995 until last year, the group 
did just this through a wide variety of strategies that featured coverage in mass media and 
promotion by nationwide networks such as Cooperative Extensive and consumer credit counseling. 

1 
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In this decade, we received requests for nearly two million copies of the brochure — the 
most popular FCIC publication for a fee during the period - disseminated many more copies 
through member and non-member websites, and received extensive press coverage, including 
several articles in Parade Magazine. We would be surprised if more than 10 million Americans had 
not heard about and read at least some of the 66 tips. 

In brief, the contributions of federal agencies to this relatively low-cost and high-impact 
program included -- initial conceptualization, expertise needed to develop consumer messages, 
consensus-building skills on the messages, expertise on message communication, and effective 
delivery of the messages — and were invaluable. Each federal agency participant in this program 
was enthusiastic, exercised good judgment, and worked well with the group as well as assisting 
message development and delivery. We are aware of similar contributions they have made to many 
other financial consumer and financial literacy initiatives. 


FLEC Has Made Progress in Advancing Financial Literacy 

We agree with the thoroughly researched and well-reasoned GAO assessment of FLEC 
during its first three years of operation. We think FLEC, and its coordinating agency. Treasury's 
Office of Financial Education, deserves credit for making progress in advancing financial literacy 
while meeting its congressional mandates. 

o Federal agencies are working more closely together than ever before on financial literacy 
initiatives. One example is the recent release of an excellent consumer guide to interest-only 
mortgage payments and payment-option ARMs that was developed by the Federal Reserve 
Board in consultation with four other federal agencies, as well as national non-profit 
organizations including my own. 

o The Office of Financial Education has initiated many new useful partnerships with other 
FLEC members and with other organizations. Some of the most useful have been 
conferences, summits, and roundtables that brought together diverse groups to stimulate and 
publicize financial literacy efforts. 

o The number of visits to FLEC's My Money website suggests that it had added value to that 
of other federal agency websites containing similar materials. As the GAO notes, consumer 
demand for this website has already reached levels similar to those experienced by other 
important consumer finance websites. In the future, as FLEC evaluates website use, we will 
be interested to learn if it is serving those with the greatest financial literacy needs. 

o FLEC’s Taking Ownership of the Future document represents a unique and useful source of 
information about financial literacy programs and strategies. It represents a milestone in the 
development of the field of financial education. 

We also agree with the GAO's conclusion that the Taking Ownership document "is largely 
descriptive rather than strategic and lacks certain key characteristics that are desirable in a national 
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strategy." As identified by the GAO, these characteristics are: 

o a detailed discussion of problems and risks; 

o specific goals, performance measures, and milestones; 

o resources needed to implement the strategy; and 

o recommended roles and responsibilities for achieving its mission. 

FLEC faces several significant constraints in developing such a national strategy, including: 

o Inadequate funding of FLEC: The 2006 budget of the Office of Financial Education, for 
example, was far less than that of all other significant financial education programs. And, 
Congress understandably but unwisely required that more than two-thirds of the 2005 
appropriation of $1 million be used for a national multi-media campaign. Those funds, in 
our view, could have been used more productively, for example, to undertake research and 
evaluation to determine truly cost-effective programs meeting the nation's most pressing 
financial literacy needs. 

o Inadequate participation by federal agencies: Congress identified 20 agencies that it 
required to participate in FLEC. But it did not provide additional resources for them to do 
so, nor did it give the Office of Financial Education authority to require significant 
participation. Nevertheless, a number of these agencies did commit resources, especially 
staff time, which allowed more effective inter-agency cooperation, new partnerships, 
creation of the website, and completion of the Taking Ownership document. 

o Inadequate understanding of effective financial education: Most of the programs 

profiled in the Taking Ownership document have not been well enough evaluated so that we 
know which are the most cost-effective in meeting the nation's financial literacy needs. 
Outside of the area of retirement savings, there is little authoritative research on the 
effectiveness of specific financial literacy interventions. Moreover, the most useful research 
has identified interventions that produce statistically significant, but not necessarily socially 
significant, results. For instance, increasing understanding of interest-only mortgages from 
10 to 15 percent among a large group of consumers is statistically significant, but far from 
adequate from a societal point of view. 

o Inadequate recognition of the limits of financial education: The nation's financial 
services marketplace is too complex and dynamic, and much of the nation's population too 
poorly educated, for any financial literacy efforts to succeed on their own without effective 
regulation. Even well-educated, financially sophisticated Americans have difficulty 
understanding and evaluating complex mortgage, investment, and life insurance products. 
Given the financial stakes for consumers, government must ensure that financial services 
products meet certain minimum standards and that consumers have important information 
about these products. 
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o Inadequate appreciation of the complexity of developing a national strategy: Beyond 
lack of understanding about cost-effective interventions, financial educators confront dozens 
of specific, but pressing, financial literacy challenges in the areas of budgeting, basic money 
management, financial product purchases, debt management, and asset accumulation. These 
diverse challenges affect different populations and require the participation of different 
groups of government and private agencies. In light of this complexity, developing an 
effective operational national strategy represents a monumental general challenge. 


How FLEC Can Begin Developing an Effective National Financial Literacy Strategy 

As an achievable way for FLEC to begin developing a broad national financial literacy 
strategy, as defined by GAO, Congress should consider asking the Commission to folly develop 
specific financial literacy strategies to achieve significant and measurable improvement in specific 
financial decisions made by most Americans. In our testimony on financial literacy before the 
Senate Banking Committee last May, we recommended consideration of a campaign to encourage 
all Americans to periodically estimate their net personal wealth. As financial educators as diverse 
as columnist Michelle Singletary and the Financial Planning Association have concluded, 
awareness of net personal assets is an important motivator for better money management, debt 
management, and savings accumulation. People who have a fairly accurate idea of their net wealth 
are more likely to spend money carefully, monitor their finances, live within their financial means, 
and patiently accumulate wealth through 40 1 k contributions, amortizing mortgage payments, and 
other savings strategies. In other words, if Americans were more aware of their net personal wealth, 
they would be receptive to a broad array of financial education and information programs that 
helped them monitor, conserve, and accumulate financial resources. 

But this periodic wealth assessment is by no means the only financial decision that FLEC 
could productively focus attention on. Others include: 

o getting, or self-administering, an annual financial checkup that could involve the use of an on- 
line instrument, developed by FLEC, that drew freely from existing instruments and was widely 
promoted by all FLEC members, financial institutions, mass media, and interested nonprofits; 

o the use of automatic savings opportunities, including workplace retirement accounts, child 
education accounts, and emergency savings through regular checking transfers supported by 
partnerships with financial institutions, employers, mass media, and interested nonprofits; 

o the periodic checking of credit records and purchasing of credit scores, working in cooperation 
with lenders, credit agencies, mass media, interested nonprofits and others; 

o making loan payments on time to reduce fees paid, lower interest rates charged, and ensure 
greater access to affordable credit. 

Here is an example of the broad outlines of a national strategy to encourage more Americans 
to make loan payments on time, attempting to meet all the GAO criteria for an effective strategy. 
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o Problems and risks: Late loan payments have increasingly imposed an array of significant costs 
on many borrowers (and many creditors as well). Borrowers are assessed costly late payment 
fees, suffer lower credit scores, may be charged higher penalty interest rates, and in the future, 
would pay more for, and possibly be denied access to, credit. 

o Specific goals and performance measures: Reduction in different delinquency rates (30, 60, and 
90 days) on various types of credit by specified amounts. Individual lenders could set goals for 
reducing late payments. 

o Roles and responsibilities: There are specific roles for most members of FLEC. Financial 
regulatory agencies could work with those they regulate to set and meet specific goals. All 
agencies could take some responsibility for reducing delinquency rates among agency 
employees. Mass media and nonprofits, especially those such as credit counseling agencies that 
encourage timely payment of debts, would be encouraged to join the campaign. 

o Resources needed: That would depend on the ambition of the campaign but resources could be 
available not only within agencies but also from financial services providers-and not just 
lenders since other providers also depend at least indirectly on prompt loan payments. 

Our greatest concern about the efforts of FLEC members is that they are not reaching those 
populations with the greatest financial literacy needs. Sharply focused campaigns that persuade and 
empower millions of Americans to improve key decisions in their financial lives would address this 
concern and also demonstrate to the country that financial education can be effective. 
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BACKGROUND 

THE FEERAL GOVERNMENT’S ROLE IN EMPOWERING AMERICANS TO MAKE 
INFORMED FINANCIAL DECISIONS 
April 30, 2007 

Background 

Government and private studies, statistics, and national surveys indicate that far too many 
Americans of all ages lack the knowledge to make informed decisions regarding their personal 
finances. Lack of understanding and uncertainty about financial matters and decision-making 
leaves individuals vulnerable to negative consequences, which include excessive credit card and 
household debt, payment of excessive fees, and an inability to save for retirement, a first home, 
education, or other long-term goals. Financial decision-making has become so complicated that 
most individuals would benefit from further financial education. These statistics demonstrate the 
problem: 

• Consumer debt exceeded a record $2.4 trillion in 2006 and household debt reached a 
record $12.8 trillion in 2006. [Federal Reserve Board, 3/2007] 

• Americans’ rate of personal savings as a percentage of disposable personal income 
declined from minus 0.4 percent in 2005 to minus 1.1 percent in 2006, making 2005 and 
2006 the only years since the Great Depression years of 1932 and 1933 when this savings 
rate has been negative. [Bureau of Economic Analysis, 4/2007] 

• In a 2006 survey, the JumpStart Coalition for Personal Financial Literacy found that high 
school seniors scored an average of only 52.4 percent on an exam testing knowledge of 
basic personal finance. 

• The 2004 Survey of the States complied by the National Council on Economic Education 
found that only 17 states require an economics course to be offered to high school 
students. 

• The Retirement Confidence Survey conducted by the Employee Benefit Research 
Institute found that only 42 percent of workers or their spouses calculated how much they 
need to save for retirement, down from 53 percent in 2000. 

• Over one million individuals in the United States filed for bankruptcy in FY 2006. [U.S. 
Bankruptcy Courts, 4/2007] 

• During the third and fourth quarters of 2006, a record high of 14.53 percent of disposable 
personal income went to paying the interest on personal debt. [Federal Reserve Board, 
4/2007] 

• Nearly half of American adults are not aware that they can access their credit reports for 
free. [Consumer Action, 1 0/2007] 
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Federal Financial Literacy Efforts 

A wide range of federal agencies, such as the Department of Education, the Department 
of the Treasury, the Department of Agriculture, the Federal Reserve, the Securities and Exchange 
Commission, and the Federal Trade Commission, engage in a variety activities designed to 
improve the economic and financial literacy of students, investors, and consumers. The Treasury 
Department has a partial listing of the Federal financial literacy efforts on its Web site, 
www.treasury.gov/offices/domestic-finance/financial-institution/fin- 
education/resources/index.html. 

Financial Literacy and Education Commission 

Title V of the Fair and Accurate Transactions Act, P.L. 108-159, signed into law on 
December 4, 2003, created the Financial Literacy and Education Commission. The Commission 
is tasked with reviewing financial literacy and education efforts throughout the federal 
government; identifying and eliminating duplicative financial literacy efforts; and coordinating 
the promotion of federal financial literacy efforts, including outreach partnerships between 
federal, state, and local governments, non-profit organizations, and enterprises. The Commission 
also established a Web site, www.mymoney.gov, and toll-free hotline, 1-888-MyMoney, to serve 
as a clearinghouse and provide a coordinated point of entry for information about federal 
financial literacy and education programs, grants, and other information the Commission finds 
appropriate. In addition, the Commission in 2006 published its first national strategy to promote 
financial literacy and education. 

The Commission is composed of the Secretary of the Treasury and the heads of the 
Office of the Comptroller of the Currency; the Office of Thrift Supervision; the Federal Reserve; 
the Federal Deposit Insurance Corporation; the National Credit Union Administration; the 
Securities and Exchange Commission; the Departments of Education, Agriculture, Defense, 
Health and Human Services, Housing and Urban Development, Labor, and Veterans Affairs; the 
Federal Trade Commission; the General Services Administration; the Small Business 
Administration; the Social Security Administration; the Commodity Futures Trading 
Commission; and the Office of Personnel Management. The Department of the Treasury’s 
Office of Financial Education has been designated by Congress to provide primary support to the 
Commission. The first meeting of the Commission took place on January 29, 2004. A copy of 
Title V of the Fair and Accurate Transactions Act has been included in the briefing book. 

Office of Personnel Management’s Retirement Financial Literacy and Education Strategy 

The Thrift Savings Plan Open Elections Act of 2004, P.L. 108-469, signed into law on 
December 21, 2004, mandates that the Office of Personnel Management (OPM) develop and 
implement a retirement financial literacy and education strategy for Federal employees as part of 
the retirement training offered by OPM. The implementation of the strategy must educate 
Federal employees on the need for retirement savings and investment, must provide information 
on how to plan for retirement, and must provide information on calculating the retirement 
investment needed to meet retirement goals. OPM conducted a Retirement Readiness Survey of 
Federal employees in 2005. Key findings of that survey included the following: 1) nine out of 
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ten participate in the Thrift Savings Plan; 2) less than half calculated how much they would need 
to save for a comfortable retirement; four out of ten employees who have calculated retirement 
have estimated or guessed the need; 3) eight out of ten would be very or extremely interested in 
their employer providing additional information about retirement planning; and 4) almost four in 
ten workers are not confident about their ability to make investment decisions, while less then 
two in ten believe they have a lot or great deal of knowledge about investing. 

Legislation 

S. 1176, Credit Card Minimum Payment Warning Act of 2007, introduced by Senators Daniel 
Akaka (D-HI), Richard Durbin (D-IL), Patrick Leahy (D-VT), and Charles Schumer (D-NY), 
and referred to the Committee on Banking, Housing, and Urban Affairs. The bill would require 
credit card companies to include the total length of time and the additional fees it will take to pay 
off a consumer’s balance if only the minimum payments are made. The bill also directs 
consumers to reputable credit counseling services. 

S. 1 133, Taxpayer Abuse Prevention Act, introduced by Senators Daniel Akaka (D-HI), Jeff 
Bingaman (D-NM), and Richard Durbin (D-IL), and referred to the Committee on Finance. The 
bill would protect taxpayers by prohibiting refund anticipation loans (RALs) that utilize earned 
income tax credit benefits. It would end the Debt Indicator program, which unnecessarily shares 
taxpayers’ personal information with tax preparers. The bill would also prohibit mandatory 
arbitration clauses for RALs and require the Treasury Department to provide the opportunity for 
low and moderate income taxpayers to open a low-cost direct deposit account. 

Additional Information 

GAO’s December 2006 study on the Financial Literacy and Education Commission: 
www.gao.gov/highlights/d07100high.pdf 

The Department of the Treasury’s Office of Financial Education Web Site: 
www.treas.gov/offices/domestic-finance/fmancial-institution/fin-education/ 


The one stop shop for the Federal Government’s financial education resources: 
www.mymoney.gov/ 


JumpStart Coalition Web Site: www.jumpstartcoalition.org/ 

JumpStart is a national coalition of organizations dedicated to improving the financial literacy of 
kindergarten through college-age youth by providing advocacy, research, standards and 
educational resources. JumpStart strives to prepare youth for life-long successful financial 
decision-making. 


Robert Manning, Director of the Center for Consumer Financial Services, has a web site that 
focuses on the issue of credit card debts: www.creditcardnation.com/ 


3 



103 


5 

NAS A A 


North American Securities Administrators Association, Inc. 

750 First Street N.E., Suite 1 140 
Washington, D.C. 20002 
202/737-0900 
Fax: 202/783-3571 
www.nasaa.org 


WRITTEN STATEMENT OF THE 

NORTH AMERICAN SECURITIES ADMINISTRATORS ASSOCIATION 

U.S. Senate Committee on Homeland Security and Governmental Affairs 
Subcommittee on 

Oversight of Government Management, the Federal Workforce, 
and the District of Columbia 

"The Federal Government's Role in Empowering Americans to Make Informed 
Financial Decisions” 

Monday, April 30, 2007 


Introduction to NASAA: 

The North American Securities Administrators Association (NASAA) is the oldest international 
organization devoted to investor protection. It was organized in 1919 and is a voluntary 
association with a membership consisting of 67 state, provincial and territorial securities 
regulators in the 50 states, the District of Columbia, Puerto Rico, the U.S. Virgin Islands, 

Canada, and Mexico. 

These state administrators are responsible for the licensing of firms and investment 
professionals, registration of certain securities offerings, examination of broker-dealers and 
investment advisers, enforcement of state securities laws, and investor education. 

Financial Education Role of State Securities Regulators: 

The securities regulators that form the NASAA membership are firmly committed to promoting 
and supporting financial literacy, and are dedicated to delivering financial education. We believe 
we have an ongoing obligation to help our constituents develop the knowledge they need to 
make sound personal financial decisions. We believe that reaching our young citizens with 
financial education at a very early age can help them build a lifetime of good money 
management habits. And we believe that financial education is the first and best defense against 
financial fraud, abuse, and exploitation. 

We recognize that the ability to make good financial decisions can make the difference in 
assuring that our citizens become and remain productive economic contributors. We also realize 
that the ability to make good financial decisions ultimately impacts the economic health of our 
families, our communities, our states, and this nation overall. 

NASAA members have long served as advisers on education issues and are currently liaisons to 
the Securities Industry/Regulatory Council on Continuing Education. 


President: Joseph P. Borg (Alabama) • President-Ekct: Karen Tyler (North Dakota) • Past-President; Patricia D.Slruck (Wisconsin) 

Secretary: James O. Nelson II (Mississippi) • Treasurer: Fred J. loseph (Colorado) • Directors: James B. Ropp (Delaware) * Michael Johnson (Arkansas) 
Glenda Campbell (Alberta) • Denise Voigt Crawford (Texas) 

Executive Director: Russ lucuiano 


Ombudsman: Don B, Saxon (Florida) 
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NASAA Investor Education Section: 

The NASAA Investor Education Section was created in 1997 by the NASAA Board of Directors 
to help support the financial education efforts of our members. The Investor Education Section, 
along with a network of professionals from across the NASAA membership, is responsible for 
developing, coordinating, delivering, and supporting financial education initiatives that can be 
utilized by state securities regulators in their ongoing endeavor to improve the level of financial 
literacy in their jurisdictions. Currently, the Section has five focus areas: Youth Outreach, 
Senior Outreach, Affinity and Ethnic Based Outreach, Coordination and Online Resources 
Awareness. 

At the Grassroots Level: 

Nearly all state and provincial securities regulators have established investor education 
departments or divisions within their agencies. The result is a unique network of dedicated 
professionals delivering financial education at the grassroots level throughout North America. 
Our financial education professionals can be found at work in such venues as the classroom, the 
workplace, senior centers, and at trade and professional organization events. They partner with 
teachers, employers, and peer-based volunteer groups to deliver financial education to our 
constituents of all ages. 

Financial Literacy Education Commission: 

Assessment 

NASAA supported the creation of the Financial Literacy and Education Commission, and we 
were grateful to have the opportunity to make a presentation to the FLEC on May 20, 2004, and 
to participate in one of the FLEC’s national strategy meetings on March 4, 2005. In addition, in 
our ongoing effort to remain engaged in FLEC policy making, NASAA sent a comment letter 
concerning the formulation of its national strategy. 

NASAA applauds the efforts of the Financial Literacy Education Commission and agrees with 
the GAO’s report ( Financial Literacy and Education Commission: Further Progress Needed to 
Ensure an Effective National Strategy, December 2006) that the “inherent difficulty of 
coordinating the efforts of 20 federal agencies, small number of staff devoted to operating the 
Commission and the limited funding” do provide constraints to their effectiveness. 

While the Commission, in the GAO’s words, has taken “some positive first steps,” there has 
been slow but deliberate progress in integrating the commission’s national strategy for financial 
literacy. One challenge to be addressed is how to organize the existing financial literacy 
programs of the Commission’s members and how best to reach a consensus on a harmonized 
message. Another challenge the commission faces is disseminating the programs/information to 
the public from a centralized location in Washington, DC. In this regard NASAA members 
stand ready to partner with the Commission to mobilize their respective grassroots networks to 
reach more people in need of financial education. 


Coordination of Efforts and Partnerships 

NASAA was honored to be invited as a panelist in the April 17, 2007 inaugural meeting of the 
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National Financial Education Network. The Commission stated this new network is intended to 
create an open dialogue and advance financial education at the state and local level. NASAA 
encourages the Commission to move forward in establishing effective ways of connecting all 
parties both electronically and through face to face meetings throughout the year. This dialogue 
and communication could be facilitated electronically through a list serve and web site and 
quarterly conference calls. 

It is essential that this National Financial Education Network be fully integrated into the 
framework of how the Commission operates thus utilizing and mobilizing the vast resources of 
both state and private and nonprofit organizations and their extensive networks. Full integration 
of the National Financial Education Network would ensure that events held across the nation 
include all members of the financial literacy community that wish to participate. 

One example of how this could work effectively is to coordinate joint events with both Treasury 
and state officials as participants. That way, we could leverage resources, and members of the 
audience have a local point of contact for future questions and requests for information. 

NASAA agrees with the GAO’s assessment that “greater collaboration by the Commission with 
state and local governments may be particularly important given the critical role that school 
districts can play in improving financial literacy.” Further consideration should also be given to 
the GAO’s recommendation that “the Commission consider how the federal government can 
influence or incentivize states or school districts to include financial education in school 
curriculum.” 

Complete coordination with federal, state and local government and private organizations should 
not be considered just a step in the national strategy, but viewed as a crucial and integral part of 
the Commission’s mandate. The existing grassroots network available to the commission 
provides the entire picture of financial literacy efforts that we believe Congress intended when 
creating the Financial Literacy Education Commission. The many participants in the financial 
education community and the considerable amount of resources that they provide are 
remarkable. The Commission has a unique opportunity to unite these groups, foster dialog, and 
promote cooperation. Nothing short of complete cooperation with these groups will fully 
constitute a fully integrated National Financial Literacy Strategy. 

Specific Examples of Successful State and Provincial Programs: 

To better frame the nature of our work in the area of financial education and why partnership in 
the newly created National Financial Education Network would prove mutually beneficial to the 
Financial Literacy Education Commission members, we share a few highlights of several of our 
member’s financial education initiatives focusing on youth, senior and affinity and ethnic-based 
outreach. 

Youth Outreach 

Teaching youth the value of sound investing principles is the thrust of Oklahoma’s InvestEd™ 
STARS program. STARS stands for Students Tracking and Researching the Stock Market. This 
is an online investment education program produced by the Oklahoma Securities Commission 
and the University of Oklahoma. High school teachers take a week long training by an 
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InvestEd™ STARS specialist who equips them with the knowledge they need to incorporate the 
program in their school. These teachers then take this interactive STARS curriculum to the 
classroom where they teach students how to research stocks, study market behavior, track long- 
term portfolio performance and as a capstone each student ends the course with written report on 
what they’ve discovered about the Stock Market. 

Senior Outreach 

In the area of Senior Outreach, our California member has developed a highly successful anti- 
fraud education program that utilizes peer-based volunteerism. The Seniors Against Investment 
Fraud program (SAIF) - provides seniors with a toll free call center to utilize before purchasing 
or investing in any type of “financial” product. The SAIF program takes a leadership role in 
alerting and educating Californians over the age of 50 about investment and telemarketing fraud 
and how to avoid being victimized. The state of Florida developed a similar grass roots program 
which uses a “train the trainer approach” and utilizes regional directors and trained Senior 
Sleuths to spot crime in their own communities and present fraud prevention seminars. 

Affinity & Ethnic-Based Outreach 

In times of heightened deployment. United States service members have become targets of 
financial scams. These scams can directly affect unit morale and readiness as well as military 
service members’ credit history and military career. To combat this fraud head on, our 
Pennsylvania member developed Operation ASAP which stands for Armed Services Assets 
Protection Program. The program run by the Pennsylvania Securities Commission is an online 
resource to give military personnel and their family members the tools they need to invest wisely 
and avoid scams. Other NASAA members have created similar programs such as California’s 
“Troops Against Predatory Scams,” or TAPS. 

One of our Canadian members in British Columbia decided to confront religious affinity fraud 
by creating their own God’s Fraud Squad. The program developed by the British Columbia 
Securities Commission and supported through the BCSC Education Fund, raises awareness and 
protects religious congregations from affinity fraud. Two ordained chaplains, trained by the 
BCSC provide investor education to congregations of all denominations and caution them to 
guard against those looking to “fleece the flock.” Our New Mexico member has a similar 
initiative called “Preying on those who Pray." 

Partnering Relationships/Coliaborations: 

NASAA looks for opportunities to join forces with other members of the financial education 
community. NASAA believes it is essential to pool our resources and share our expertise on 
these joint ventures. Most recently NASAA partnered with the securities industry, in offering the 
“Understanding Your Brokerage Account Statement” brochure. This was significant because the 
brochure is also offered in Spanish which links investment education to the fast-growing, yet, 
underserved Spanish-speaking population in the United States. 

NASAA members seek other avenues of educational outreach to specific groups like senior 
investors through events such as the Senior Olympics and the National Council on Aging 
Conference. On a regular basis, our members work with the American Savings Education 
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Council, the Councils for Economic Education, and are involved in state level JumpStart 
coalitions. 

State securities regulators meet annually with the financial education professionals from the 
Securities and Exchange Commission to engage in a dialogue about our respective programs and 
progress in the ongoing quest to improve financial literacy. This meeting gives us an opportunity 
to learn what's new or under development, helps us identify gaps in financial education, leverage 
resources of our financial education colleagues, and further hone best practices. NASAA and the 
SEC continue to build on joint partnership to protect senior investors. Last year NASAA and the 
SEC held the first ever Seniors Summit in July 2006. Plans are underway for a second Seniors 
Summit this fall where the results of “free lunch” examinations in which NASAA administrators 
and SEC enforcement have partnered will be released. The 2007 Seniors Summit will also 
provide the solutions and tools seniors need to combat fraud. 

Resources: 

The NASAA network of financial education professionals can be an excellent delivery vehicle 
for state/federal collaborative education programs. 

NASAA offers a wide range of investor education resources on its website. Visitors to the site 
will find a wealth of information to help them build both financial knowledge and financial 
security. Among other educational experiences on the NASAA Web site, visitors can utilize the 
Senior Investor Resource Center and the NASAA Fraud Center, and locate state specific 
resources available through individual NASAA members. 

These resources, along with brochures, investor alerts and other financial education materials 
are available in the Investor Education Section of the NASAA website, www.nasaa.org . In 
addition, NASAA developed and funds the Investing Online Resource Center, 
www.investingonline.org . 

Conclusion: 

State securities regulators have traditionally been a highly effective resource in the pursuit of 
greater financial literacy. They represent a nationwide network of highly trained, unbiased, non- 
commercial experts in financial services, products and fraud avoidance. They are on the front 
lines of financial education initiatives in every state, translating Wall Street to Main Street for 
small investors throughout the country. NASAA and its members welcome the opportunity to 
work more closely with both the 

Financial Literacy Education Commission and Subcommittee members in their ongoing efforts 
to improve the level of financial literacy throughout the country. 
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Questions For the Record 

Hearing: “ The Federal Government ’s Role in Empowering Americans to Make Informed 

Financial Decisions ” 

Senator Tom Coburn, M.D. 

Senate Subcommittee on Oversight of Government Management, the Federal Workforce, and the 

District of Columbia 

To: Dan Iannicola, Deputy Assistant Secretary for Financial Education, 

Department of Treasury 

1 . The United States national debt, the largest in the world, currently stands at $8.8 trillion. In 
the last fiscal year alone the federal deficit increased by $574 billion and $200 billion in 
waste, fraud, and abuse was discovered. The $200 billion is a low estimate as only 18 of 36 
federal agencies have conducted complete risk assessments for improper payments (the 
number would undoubtedly rise if more federal agencies complied with the law). Moreover, 
GAO says that if the government were held to Sarbanes-Oxley accounting standards, all of 
Congress would end up in jail. In light of those facts what qualifies the Federal government 
to give advice to Americans about financial literacy? Do you believe it makes sense for 
members of Congress to receive financial literacy exams prior to service since one of their 
primary duties is managing the countries finances? 

Treasury’s Response: 

To help raise Americans’ level of financial literacy, the Treasury Department established the 
Office of Financial Education in 2002. The Office is dedicated to promoting access to the 
financial education tools that can help all Americans make wiser choices in all areas of personal 
financial management. Since the inception of the office, Treasury officials have traveled to 44 
states and have held 307 financial education sessions with over 25,000 in attendance. 

The Office also coordinates the 20-agency Financial Literacy and Education Commission 
(Commission) established by the Fair and Accurate Credit Transactions Act of 2003 and chaired 
by the Secretary of the Treasury. Some of the Commission’s accomplishments include: the 
creation of the MyMoney.gov website and 1-888-MyMoney toll-free hotline where individuals 
can access free financial education materials in both English and Spanish; and the development 
and implementation of a national financial literacy strategy. Taking Ownership of the Future, 
which examines a variety of important personal finance topics and describes the challenges and 
the solutions toward improving the national level of financial literacy. 

While financial responsibility starts at the individual level, the Treasury Department can play an 
important role in helping Americans improve their personal finance skills. This task can be 
accomplished with coordination across the Federal Government and in close collaboration with 
state and local governments, the private sector and individuals. 
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Consumer Federation of America 

16 20 l Street, NAV- Suite 2( 10 * Washington. DC 20006 


Hearing: “ The Federal Government 's Role in Empowering Americans to Make Informed 

Financial Decisions” 

Senate Subcommittee on Oversight of Government Management, the Federal Workforce, 
and the District of Columbia 

Question for Stephen Brobeck 
Executive Director, Consumer Federation of America 

Q. Too many working families have their Earned Income Tax Credit benefits needlessly 
reduced by high-cost refund anticipation loans (RALs). What must be done to restrict 
these predatory loans and encourage alternatives to RALs? 

A. Refund anticipation loans drained about SI billion from the tax refunds of nearly 10 
million taxpayers in 2005, the latest year for which IRS data is available. These loans are 
secured by or expected to be repaid from the consumer’s tax refund and carry Annual 
Percentage Rates of 40 percent to over 500 percent, depending on the size of the loan. 
Congress should extend to all consumers the small loan rate cap of 36 percent annual 
interest established for Service members by the 2006 Military Lending Act which will 
apply to refund anticipation loans per proposed regulations issued by the Department of 
Defense. To restrict predatory refund anticipation loans, we recommend these additional 
consumer protections: 

1 . Ban RALs Made Against the Earned Income Tax Credit (EITC) 

Tax preparers and their bank partners should be prohibited from making loans secured by 
or expected to be repaid from the EITC. The Earned Income Tax Credit is the nation’s 
largest anti-poverty program and its benefits should go to its intended beneficiaries, not 
be skimmed off by large banks and multi-million dollar corporations. 

EITC recipients are disproportionately represented in the ranks of those who get RALs. 
Over half of the nearly 10 million taxpayers who received RALs in 2005 were EITC 
recipients, yet EITC recipients make up just 17 percent of the taxpayer population. That 
year, RALs cost EITC recipients an estimated $649 million in loan fees plus additional 
application or document processing fees. 

There is ample precedent for prohibiting loans to be made against federal benefits such as 
the EITC. Other government programs with similar prohibitions have existed for 
decades, such as the Social Security Act, 42 U.S.C. § 407(a), which prohibits lenders 
from seizing, garnishing, attaching, taking an assignment in, or securing a loan against 


110 


Social Security benefits. We support S. 1 133, Senator Akaka’s Taxpayer Abuse 
Prevention Act. 

2. Regulate Tax Preparers 

RAL reform must address the role of commercial tax preparers who promote these bank 
loans to their trusting tax return clients. Except for two states, there are no competency 
or certification requirements for commercial tax preparers. As a result, anyone can be a 
paid preparer, including used car dealers, payday lenders, and the occasional furniture 
store. Despite this lack of professional certification or licensing oversight, taxpayers rely 
heavily on paid preparers. The strong degree of trust in this relationship creates the 
potential for exploitation with respect to RALs and other products sold by preparers. 

This calls for tax preparer supervision and establishment of a fiduciary duty between the 
tax preparer and taxpayer. 

3. Fund Free Tax Preparation Programs 

A critical component to preventing abusive RALs is to provide better alternatives to the 
paid preparers who pitch RALs, including free tax-preparation programs such as the IRS 
Volunteer Income Tax Assistance (VITA) program and programs run by AARP, 
community organizations, churches, and local governments. In 2006, there were several 
million return filers with incomes below the poverty threshold, yet there was only enough 
volunteer or free help to prepare 698,000 returns. Federal funding for VITA programs 
and free tax preparation programs is one way to reduce the marketing of RALs to low 
income taxpayers. 

4. Bring Unbanked Consumers into the Financial Mainstream 

Bank accounts are critical to reducing high cost loans secured by an expected tax refund. 
In order to get quick refunds from the IRS, taxpayers need a bank account into which 
Treasury can direct deposit the refund. Tax refunds are delivered in 8 to 1 5 days if 
consumers file electronically and refunds are direct deposited. Unbanked taxpayers 
cannot take advantage of free fast refunds. One study found that consumers without bank 
accounts are twice as likely as banked consumers to get RALs. Congress should provide 
support for efforts to help the over 10 million U. S. households who lack a bank account. 
These 10 million households include a significant portion of EITC recipients, with one 
study showing that only about 40 percent of EITC recipients have a checking account. 

Promotion of split refunds, with some funds directed to consumers’ savings accounts 
would promote asset development and help taxpayers build up emergency savings. This 
option, launched in 2007 by the IRS, is only helpful to taxpayers who have a savings 
account. 

5. Permit Taxpayers to File Electronically Directly with the IRS 
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Fast access to tax refunds without borrowing also requires that returns be filed 
electronically. Currently taxpayers must go through a commercial third party website or 
use a commercial tax preparer to file electronically, unless they are eligible to use the 
IRS-established Free File program. Free Internet filing would save taxpayers the fees 
charged by some commercial preparers for electronic filing, avoid the cross-marketing of 
high cost, high risk products sold by some preparers, as well as safeguard the privacy 
and security of tax return information filed directly from the taxpayer to the IRS without 
going through commercial hands. We support Senator Akaka’s Free Internet Filing Act. 

6. Terminate the IRS Debt Indicator program 

The IRS shares taxpayers’ personal financial information in order to make RALs more 
profitable for lenders. The IRS screens electronically filed tax returns for any claims 
against a taxpayer’s refund. The Debt Indicator is an acknowledgement from the IRS 
telling tax preparers whether a taxpayer’s tax refund will be paid versus intercepted for 
government debts. This free government credit screening boosts the volume and profits 
of RAL lending but does not result in lower loan fees to consumers. 

IRS Debt Indicator program also raises significant privacy issues. It is unclear whether 
taxpayers realize they are allowing the IRS to provide sensitive personal information to 
tax preparers about debts owed to the federal government, such as child support and 
student loan debts. The consent form signed by RAL applicants does not adequately alert 
taxpayers to the information that will be shared. 

The IRS Debt Indicator program does not benefit taxpayers and should be terminated. 

7. Prohibit RAL cross lender debt collection pacts 

RAL lenders include a provision in their RAL agreements allowing them to take a 
consumer’s tax refund and use it to pay back any prior RAL debts for any RAL lenders. 
Thus, if a taxpayer owes money to one RAL lender from a prior year and applies for a 
RAL from a different lender, her RAL will be denied and her refund will be used to pay 
the prior debt. The National Taxpayer Advocate reported to Congress in 2005 that: “It is 
unclear if RAL customers fully understand the ramifications of these cross-collection 
provisions or if they would purchase the products if they knew these agreements 
exist. . .The banks have a grossly disproportionate bargaining power in relation to the 
taxpayer and the provision unilaterally benefits the bank. Moreover, a reasonable person 
may not expect a RAL agreement to provide that the contracting bank may act as the debt 
collector for a third party bank.” 

There has been some reform of cross lender debt collection tactics. The California 
Attorney General addressed cross lender debt collection practices in cases brought 
against H&R Block and Jackson-Hewitt. JPMorgan Chase has stated it will cease cross 
collection altogether in 2008. H&R Block initiated a new “debt alert” service in 2007 
that informs clients about a possible past-due RAL debt, then provides access to a toll- 
free number to its RAL bank, HSBC, for more information. 

However, Congress should simply ban the practice of banks collecting each others’ debts 
by taking this year’s tax refund to pay a prior year RAL whenever a borrower applies for 
a refund anticipation loan. This practice is abusive, unfair, and extremely harmful to 
working families that depend on their tax refunds, especially if it includes the EITC. 
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(e) FTC Regulation of Coding of Trade Names— Section 
621 of the Fair Credit Reporting Act (15 U.S.C. 1681s), as amended 
by this Act, is amended by adding at the end the following: 

“(g) FTC Regulation of Coding of Trade Names— If the 
Commission determines that a person described in paragraph (9) 
of section 623(a) has not met the requirements of such paragraph, 
the Commission shall take action to ensure the person’s compliance 
with such paragraph, which may include issuing model guidance 
or prescribing reasonable policies and procedures, as necessary 
to ensure that such person complies with such paragraph.”. 

(f) Technical and Conforming Amendments.— Section 604(g) 
of the Fair Credit Reporting Act (15 U.S.C. 1681b(g)), as amended 
by section 411 of this Act, is amended — 

(1) in paragraph (1), by inserting “(other than medical 
contact information treated in the manner required under sec- 
tion 605(aX6))” after “a consumer report that contains medical 
information”; and 

(2) in paragraph (2), by inserting “(other than medical 
information treated in the manner required under section 
605(a)(6))” after “a creditor shall not obtain or use medical 
information”. 

(g) Effective Date. — The amendments made by this section 
shall take effect at the end of the 15-month period beginning on 
the date of enactment of this Act. 

TITLE V— FINANCIAL LITERACY AND 
EDUCATION IMPROVEMENT 

SEC. 611. SHORT TITLE. 

This title may be cited as the “Financial Literacy and Education 
Improvement Act”. 

SEC. 512. DEFINITIONS. 

As used in this title— 

(1) the term “Chairperson” means the Chairperson of the 
Financial Literacy and Education Commission; and 

(2) the term “Commission” means the Financial Literacy 
and Education Commission established under section 513. 

SEC. 613. ESTABLISHMENT OF FINANCIAL LITERACY AND EDUCATION 

COMMISSION. 

(a) In General. — There is established a commission to be 
known as the “Financial Literacy and Education Commission”. 

(b) Purpose. — The Commission shall serve to improve the 
financial literacy and education of persons in the United States 
through development of a national strategy to promote financial 
literacy and education. 

(c) Membership.— 

(1) Composition. — The Commission shall be composed of— 

(A) the Secretary of the Treasury; 

(B) the respective head of each of the Federal banking 
agencies (as defined in section 3 of the Federal Deposit 
Insurance Act), the National Credit Union Administration, 
the Securities and Exchange Commission, each of the 
Departments of Education, Agriculture, Defense, Health 
and Human Services, Housing and Urban Development, 
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Labor, and Veterans Affairs, the Federal Trade Commis- 
sion, the General Services Administration, the Small Busi- 
ness Administration, the Social Security Administration, 
the Commodity Futures Trading Commission, and the 
Office of Personnel Management; and 

President. (C) at the discretion of the President, not more than 

5 individuals appointed by the President from among the 
administrative heads of any other Federal agencies, depart- 
ments, or other Federal Government entities, whom the 
President determines to be engaged in a serious effort 
to improve financial literacy and education. 

(2) Alternates. — Each member of the Commission may 
designate an alternate if the member is unable to attend a 
meeting of the Commission. Such alternate shall be an indi- 
vidual who exercises significant decisionmaking authority. 

(d) Chairperson. — The Secretary of the Treasury shall serve 
as the Chairperson. 

(e) Meetings. — The Commission shall hold, at the call of the 
Chairperson, at least 1 meeting every 4 months. All such meetings 
shall be open to the public. The Commission may hold, at the 
call of the Chairperson, such other meetings as the Chairperson 
sees fit to carry out this title. 

(f) Quorum. — A majority of the members of the Commission 
shall constitute a quorum, but a lesser number of members may 
hold hearings. 

Deadline. (g) Initial Meeting. — The Commission shall hold its first 

meeting not later than 60 days after the date of enactment of 
this Act. 

20 USC 9703. SEC. 514. DUTIES OF THE COMMISSION. 

(a) Duties.— 

(1) In general. — The Commission, through the authority 
of the members referred to in section 513(c), shall take such 
actions as it deems necessary to streamline, improve, or aug- 
ment the financial literacy and education programs, grants, 
and materials of the Federal Government, including curricula 
for all Americans. 

(2) Areas of emphasis. — T o improve financial literacy and 
education, the Commission shall emphasize, among other ele- 
ments, basic personal income and household money manage- 
ment and planning skills, including how to — 

(A) create household budgets, initiate savings plans, 
and make strategic investment decisions for education, 
retirement, home ownership, wealth building, or other 
savings goals; 

(B) manage spending, credit, and debt, including credit 
card debt, effectively; 

(C) increase awareness of the availability and signifi- 
cance of credit reports and credit scores in obtaining credit, 
the importance of their accuracy (and how to correct inac- 
curacies), their effect on credit terms, and the effect 
common financial decisions may have on credit scores; 

(D) ascertain fair and favorable credit terms; 

(E) avoid abusive, predatory, or deceptive credit offers 
and financial products; 

(F) understand, evaluate, and compare financial prod- 
ucts, services, and opportunities; 
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(G) understand resources that ought to be easily acces- 
sible and affordable, and that inform and educate investors 
as to their rights and avenues of recourse when an investor 
believes his or her rights have been violated by unpro- 
fessional conduct of market intermediaries; 

(H) increase awareness of the particular financial 
needs and financial transactions (such as the sending of 
remittances) of consumers who are targeted in multilingual 
financial literacy and education programs and improve the 
development and distribution of multilingual financial lit- 
eracy and education materials; 

(I) promote bringing individuals who lack basic 
banking services into the financial mainstream by opening 
and maintaining an account with a financial institution; 
and 

(J) improve financial literacy and education through 
all other related skills, including personal finance and 
related economic education, with the primary goal of pro- 
grams not simply to improve knowledge, but rather to 
improve consumers’ financial choices and outcomes. 

(b) Website.— 

(1) In general. — The Commission shall establish and 
maintain a website, such as the domain name 
“FinancialLiteracy.gov”, or a similar domain name. 

(2) Purposes. — The website established under paragraph 
(1) shall— 

(A) serve as a clearinghouse of information about Fed- 
eral financial literacy and education programs; 

(B) provide a coordinated entry point for accessing 
information about all Federal publications, grants, and 
materials promoting enhanced financial literacy and edu- 
cation; 

(C) offer information on all Federal grants to promote 
financial literacy and education, and on how to target, 
apply for, and receive a grant that is most appropriate 
under the circumstances; 

(D) as the Commission considers appropriate, feature 
website links to efforts that have no commercial content 
and that feature information about financial literacy and 
education programs, materials, or campaigns; and 

(E) offer such other information as the Commission 
finds appropriate to share with the public in the fulfillment 
of its purpose. 

(c) Toll-Free Hotline. — The Commission shall establish a 
toll-free telephone number that shall be made available to members 
of the public seeking information about issues pertaining to finan- 
cial literacy and education. 

(d) Development and Dissemination of Materials.— The 
Commission shall — 

(1) develop materials to promote financial literacy and edu- 
cation; and 

(2) disseminate such materials to the general public. 

(e) Coordination of Efforts.— The Commission shall take 
such steps as are necessary to coordinate and promote financial 
literacy and education efforts at the State and local level, including 
promoting partnerships among Federal, State, and local govern- 
ments, nonprofit organizations, and private enterprises. 
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(f) National Strategy.— 

(1) In general.— The Commission shall— 

Deadline. (A) not later than 18 months after the date of enact- 

ment of this Act, develop a national strategy to promote 
basic financial literacy and education among all American 
consumers; and 

(B) coordinate Federal efforts to implement the 
strategy developed under subparagraph (A). 

(2) Strategy— The strategy to promote basic financial lit- 
eracy and education required to be developed under paragraph 
(1) shall provide for — 

(A) participation by State and local governments and 
private, nonprofit, and public institutions in the creation 
and implementation of such strategy; 

(B) the development of methods — 

(i) to increase the general financial education level 
of current and future consumers of financial services 
and products; and 

(ii) to enhance the general understanding of finan- 
cial services and products; 

(C) review of Federal activities designed to promote 
financial literacy and education, and development of a plan 
to improve coordination of such activities; and 

(D) the identification of areas of overlap and duplica- 
tion among Federal financial literacy and education activi- 
ties and proposed means of eliminating any such overlap 
and duplication. 

(3) National strategy review— The Commission shall, 
not less than annually, review the national strategy developed 
under this subsection and make such changes and recommenda- 
tions as it deems necessary. 

(g) Consultation. — The Commission shall actively consult with 
a variety of representatives from private and nonprofit organiza- 
tions and State and local agencies, as determined appropriate by 
the Commission. 

(h) Reports.— 

Deadline. (1) In general. — Not later than 18 months after the date 

of the first meeting of the Commission, and annually thereafter, 
the Commission shall issue a report, the Strategy for Assuring 
Financial Empowerment (“SAFE Strategy”), to the Committee 
on Banking, Housing, and Urban Affairs of the Senate and 
the Committee on Financial Services of the House of Represent- 
atives on the progress of the Commission in carrying out this 
title. 

(2) CONTENTS. — The report required under paragraph (1) 
shall include — 

(A) the national strategy for financial literacy and edu- 
cation, as described under subsection (f); 

(B) information concerning the implementation of the 
duties of the Commission under subsections (a) through 
(g); 

(C) an assessment of the success of the Commission 
in implementing the national strategy developed under 
subsection (f); 

(D) an assessment of the availability, utilization, and 
impact of Federal financial literacy and education mate- 
rials; 
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(E) information concerning the content and public use 

of— 

(i) the website established under subsection (b); 

and 

(ii) the toll-free telephone number established 
under subsection (c); 

(F) a brief survey of the financial literacy and education 
materials developed under subsection (d), and data 
regarding the dissemination and impact of such materials, 
as measured by improved financial decisionmaking; 

(G) a brief summary of any hearings conducted by 
the Commission, including a list of witnesses who testified 
at such hearings; 

(H) information about the activities of the Commission 
planned for the next fiscal year; 

(I) a summary of all Federal financial literacy and 
education activities targeted to communities that have 
historically lacked access to financial literacy materials 
and education, and have been underserved by the main- 
stream financial systems; and 

(J) such other materials relating to the duties of the 
Commission as the Commission deems appropriate. 

(3) Initial report. — The initial report under paragraph 
(1) shall include information regarding all Federal programs, 
materials, and grants which seek to improve financial literacy, 
and assess the effectiveness of such programs. 

(i) Testimony. — The Commission shall annually provide testi- 
mony by the Chairperson to the Committee on Banking, Housing, 
and Urban Affairs of the Senate and the Committee on Financial 
Services of the House of Representatives. 

SEC. 515. POWERS OF THE COMMISSION. 20 USC 9704. 

(a) Hearings.— 

(1) In general. — The Commission shall hold such hearings, 
sit and act at such times and places, take such testimony, 
and receive such evidence as the Commission deems appro- 
priate to carry out this title. 

(2) Participation. — In hearings held under this subsection, 
the Commission shall consider inviting witnesses from, among 
other groups — 

(A) other Federal Government officials; 

(B) State and local government officials; 

(C) consumer and community groups; 

(D) nonprofit financial literacy and education groups 
(such as those involved in personal finance and economic 
education); and 

(E) the financial services industry. 

(b) Information From Federal Agencies.— The Commission 
may secure directly from any Federal department or agency such 
information as the Commission considers necessary to carry out 
this title. Upon request of the Chairperson, the head of such depart- 
ment or agency shall furnish such information to the Commission. 

(c) Periodic Studies. — The Commission may conduct periodic 
studies regarding the state of financial literacy and education in 
the United States, as the Commission determines appropriate. 

(d) Multilingual. — The Commission may take any action to 
develop and promote financial literacy and education materials 
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in languages other than English, as the Commission deems appro- 
priate, including for the website established under section 514(b), 
at the toll-free number established under section 514(c), and in 
the materials developed and disseminated under section 514(d). 

20 USC 9705. SEC. 516. COMMISSION PERSONNEL MATTERS. 

(a) Compensation of Members.— Each member of the Commis- 
sion shall serve without compensation in addition to that received 
for their service as an officer or employee of the United States. 

(b) Travel Expenses.— The members of the Commission shall 
be allowed travel expenses, including per diem in lieu of subsistence, 
at rates authorized for employees of agencies under subchapter 
I of chapter 57 of title 5, United States Code, while away from 
their homes or regular places of business in the performance of 
services for the Commission. 

(c) Assistance — 

(1) In general. — The Director of the Office of Financial 
Education of the Department of the Treasury shall provide 
assistance to the Commission, upon request of the Commission, 
without reimbursement. 

(2) Detail of government employees— Any Federal 
Government employee may be detailed to the Commission with- 
out reimbursement, and such detail shall be without interrup- 
tion or loss of civil service status or privilege. 

20 USC 9706. SEC. 517. STUDIES BY THE COMPTROLLER GENERAL. 

Deadline. (a) Effectiveness Study.— N ot later than 3 years after the 

Reports. date of enactment of this Act, the Comptroller General of the 

United States shall submit a report to Congress assessing the 
effectiveness of the Commission in promoting financial literacy and 
education. 

(b) Study and Report on the Need and Means for 
Improving Financial Literacy Among Consumers — 

(1) Study required. — The Comptroller General of the 
United States shall conduct a study to assess the extent of 
consumers’ knowledge and awareness of credit reports, credit 
scores, and the dispute resolution process, and on methods 
for improving financial literacy among consumers. 

(2) Factors to be included.— The study required under 
paragraph (1) shall include the following issues: 

(A) The number of consumers who view their credit 
reports. 

(B) Under what conditions and for what purposes do 
consumers primarily obtain a copy of their consumer report 
(such as for the purpose of ensuring the completeness and 
accuracy of the contents, to protect against fraud, in 
response to an adverse action based on the report, or in 
response to suspected identity theft) and approximately 
what percentage of the total number of consumers who 
obtain a copy of their consumer report do so for each 
such primary purpose. 

(C) The extent of consumers’ knowledge of the data 
collection process. 

(D) The extent to which consumers know how to get 
a copy of a consumer report. 

(E) The extent to which consumers know and under- 
stand the factors that positively or negatively impact credit 
scores. 
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(3) Report REQUIRED. — Before the end of the 12-month Deadline, 
period beginning on the date of enactment of this Act, the 
Comptroller General shall submit a report to Congress on the 
findings and conclusions of the Comptroller General pursuant 
to the study conducted under this subsection, together with 
such recommendations for legislative or administrative action 
as the Comptroller General may determine to be appropriate, 
including recommendations on methods for improving financial 
literacy among consumers. 

SEC. 518. THE NATIONAL PUBLIC SERVICE MULTIMEDIA CAMPAIGN 20 USC 9707. 

TO ENHANCE THE STATE OF FINANCIAL LITERACY. 

(a) In General. — The Secretary of the Treasury (in this section 
referred to as the “Secretary”), after review of the recommendations 
of the Commission, as part of the national strategy, shall develop, 
implement, and conduct a pilot national public service multimedia 
campaign to enhance the state of financial literacy and education 
in the United States. 

(b) Program Requirements. — 

(1) Public service campaign. — The Secretary, after review 
of the recommendations of the Commission, shall select and 
work with a nonprofit organization or organizations that are 
especially well-qualified in the distribution of public service 
campaigns, and have secured private sector funds to produce 
the pilot national public service multimedia campaign. 

(2) Development of multimedia campaign.— The Sec- 
retary, after review of the recommendations of the Commission, 
shall develop, in consultation with nonprofit, public, or private 
organizations, especially those that are well qualified by virtue 
of their experience in the field of financial literacy and edu- 
cation, to develop the financial literacy national public service 
multimedia campaign. 

(3) Focus OF campaign. — The pilot national public service 
multimedia campaign shall be consistent with the national 
strategy, and shall promote the toll-free telephone number and 
the website developed under this title. 

(c) Multilingual. — The Secretary may develop the multimedia 
campaign in languages other than English, as the Secretary deems 
appropriate. 

(d) Performance Measures— The Secretary shall develop 
measures to evaluate the effectiveness of the pilot national public 
service multimedia campaign, as measured by improved financial 
decision making among individuals. 

(e) Report. — For each fiscal year for which there are appropria- 
tions pursuant to the authorization in subsection (e), the Secretary 
shall submit a report to the Committee on Banking, Housing, and 
Urban Affairs and the Committee on Appropriations of the Senate 
and the Committee on Financial Services and the Committee on 
Appropriations of the House of Representatives, describing the 
status and implementation of the provisions of this section and 
the state of financial literacy and education in the United States. 

(f) Authorization of Appropriations.— There are authorized 
to be appropriated to the Secretary, not to exceed $3,000,000 for 
fiscal years 2004, 2005, and 2006, for the development, production, 
and distribution of a pilot national public service multimedia cam- 
paign under this section. 

SEC. 319. AUTHORIZATION OF APPROPRIATIONS. 20 USC 9708. 

There are authorized to be appropriated to the Commission 
such sums as may be necessary to carry out this title, including 
administrative expenses of the Commission. 
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